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SACRAMENTO  95814 


RONALD  REAGAN 

Governor 


January  18,  1973 

Budget  Message 


To  the  Members  of  the  Legislature  of  California: 

For  a  number  of  reasons,  some  within  the  control  of  this  Ad- 
ministration and  others  beyond  it,  the  fiscal  outlook  for  1973-74 
is  brighter  than  it  has  been  in  years.  The  state  will  begin  the  fiscal 
year  with  a  sizable  surplus.  Projected  revenues  are  greater  than 
the  expenditures  planned  in  the  budget,  and  it  now  appears  this 
condition  should  continue  for  at  least  two  additional  years. 

Actions  within  the  control  of  the  Administration  which  have 
been  partially  responsible  include  the  sweeping  reforms  in  welfare 
and  Medi-Cal  enacted  in  1971.  The  number  of  persons  on  welfare 
has  declined  steadily  since  that  time,  but  simultaneously  we  have 
been  able  to  increase  payments  to  the  deserving  who  remain  on  the 
rolls.  Prior  to  reform,  growth  in  expenditures  in  this  area  greatly 
exceeded  the  rate  of  growth  in  our  revenues.  Now,  rate  of  growth 
in  the  combined  fields  is  roughly  the  same  as  the  rate  of  growth 
in  general  fund  revenues. 

In  other  areas,  also,  the  Administration  has  striven  without 
letup  to  increase  economy  and  efficiency.  Programs  are  reviewed 
critically  at  several  levels  and  those  which  no  longer  serve  the 
needs  of  Californians  are  eliminated.  There  are  numerous  ex- 
amples of  areas  where  department  directors  and  other  state 
employees,  working  cooperatively  together,  have  increased  pro- 
ductivity. 

Beyond  control  of  the  state  administration  is  the  fact  that  the 
outlook   is   for   a   sparkling   national   and   California   economy 
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through  1973.  Most  economists  also  look  forward  to  a  very  good 
year  in  1974,  although  possibly  a  little  less  robust  than  1973.  Our 
fiscal  position  is  also  greatly  improved  because  of  federal  revenue 
sharing.  This  program  will  enlarge  the  state  treasury  by  approxi- 
mately $200  million  per  year  and  will  provide  local  government 
with  $2.00  for  every  $1.00  that  state  government  receives. 

Last  year  I  asked  my  Director  of  Finance  to  present  the  budget 
or  financial  plan  for  California  in  two  parts.  The  first,  encompass- 
ing by  far  the  larger  part  of  our  expenditures,  constitutes  money 
which  the  state  collects  but  returns  to  local  government  for  spend- 
ing on  local  programs.  The  second  part  covers  the  money  spent  on 
state  operations,  including  the  legislative,  judicial  and  executive 
branches.  I  have  asked  that  this  separation  of  the  budget  into 
two  parts  be  continued  again  for  the  forthcoming  year.  I  believe 
it  can  provide  the  public  a  much  clearer  picture  of  the  operation 
of  State  government. 

LOCAL  OPERATIONS 

For  four  years  we  struggled  to  reach  a  compromise  on  legisla- 
tion which  would  grant  effective  property  tax  relief  to  homeown- 
ers. In  the  closing  days  of  the  1972  session,  the  various  differences 
were  reconciled  and  a  substantial  property  tax  relief  law  was  en- 
acted. Under  the  provisions  of  that  statute,  the  individual  home- 
owner will  have  exempted  from  property  tax  the  first  $1750  of 
his  assessed  valuation.  The  state  will  reimburse  the  counties  for 
the  amount  of  tax  not  collected  from  the  homeowner.  In  addition, 
businesses  will  have  exempted  45  percent  of  their  inventories  on 
the  tax  lien  date,  and  again  the  state  will  reimburse  the  counties 
for  the  amount  of  revenue  not  collected.  Late  in  1971,  legislation 
was  enacted  which  substantially  increased  property  tax  relief  for 
senior  citizens.  Under  this  new  law,  citizens  in  the  lower  tax 
brackets  will  receive  100  percent  tax  relief  and  others  with  in- 
comes ranging  as  high  as  $10,000  will  get  some  measure  of  prop- 
erty tax  help. 

To  provide  these  three  areas  of  tax  relief  for  the  homeowner, 
business  and  the  senior  citizen,  the  state  budget  includes  $917  mil- 
lion. This  is  an  increase  of  $481  million,  or  110  percent,  over  the 
amount  which  was  initially  provided  in  the  budget  one  year  ago 
at  this  time. 

Preservation  of  California's  open  space  is  also  necessary  and 
we  must  assist  in  preventing  wasteful,  ill-timed  and  little  needed 
subdivisions.  There  is  budgeted  $22  million,  an  increase  of  70  per- 
cent, for  property  tax  relief  of  open  space  areas.  In  the  budgeted 
year,  new  legislation  will  provide  renters  with  direct  relief  of  ap- 
proximately $40  million  and  further  relief  of  $70  million  as  per- 
mitted credits  against  personal  income  taxes. 
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I  am  also  happy  to  note  that  business  inventory  relief  will  go 
from  45  percent  to  50  percent  in  a  rear.  The  business  inventory 
tax  has  a  detrimental  effect  on  California  employment  and  we 
must  not  relax  in  our  efforts  to  minimize  this  adverse  factor. 

Education 

There  is  no  brighter  chapter  in  this  entire  budget  than  our 
support  for  local  schools  and  the  4.6  million  children  they  educate. 

The  same  legislation  which  offered  meaningful  property  tax 
relief  for  homeowners  also  made  possible  the  greatest  single  year's 
increase  in  state  support  of  local  schools  ever  recorded  in  Cali- 
fornia. In  fact,  I  have  been  told  it  represents  the  greatest  single 
infusion  of  new  state  money  into  local  schools  ever  recorded  by 
any  state  in  any  year. 

For  the  budget  year,  the  state  will  contribute  more  than  $2.4 
billion  for  support  of  local  schools,  including  general  support,  aid 
to  specialized  projects,  contributions  to  teachers'  retirement  and 
payments  of  interest  and  principal  on  bonds  issued  to  finance  local 
school  building.  This  represents  an  increase  of  $558  million  over 
the  amount  appropriated  in  the  current  year's  budget. 

Of  this  amount,  $327  million  will  represent  additional  new 
money  for  school  programs  and  another  $230  million,  approxi- 
mately, will  substitute  state  dollars  for  local  dollars.  Districts 
which  share  in  the  latter  will  reduce  their  property  tax  for  school 
purposes  by  a  like  amount,  adding  to  the  substantial  property  tax 
relief  I  mentioned  earlier. 

Federal  revenue  sharing,  to  which  I  alluded  earlier,  has  been 
pledged  for  the  support  of  local  schools.  We  are  also  pleased  that 
legislation  has  been  passed  which  will  provide  an  automatic  an- 
nual increase  in  our  appropriations  for  local  education. 

Money  alone,  however,  will  not  solve  school  problems.  We  must 
continue  our  efforts  to  achieve  greater  efficiency  in  each  of  the 
nearly  1200  California  school  districts.  There  appears  to  be  in- 
adequate correlation  between  money  per  child  spent  by  a  school 
district  and  educational  achievement. 

Welfare 

As  I  mentioned  earlier,  the  welfare  reforms  of  1971  have  made 
possible  significant  improvements  in  this  field.  During  the  years 
that  welfare  expenditures  grew  more  rapidly  than  state  revenues, 
the  executive  and  legislative  branches  faced  the  difficult  choice  of 
raising  taxes  or  cutting  back  on  worthwhile  programs  in  other 
areas. 
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Success  in  welfare  reform  has,  for  the  budget  year,  made  pos- 
sible many  of  the  gains  recorded  in  other  portions  of  this  budget. 

Medi-Cal 

While  perhaps  less  publicized,  the  reforms  of  1971  in  this  field 
have  also  been  of  tremendous  importance  in  keeping  state  expendi- 
tures in  line.  While  we  are  anxious  to  see  that  adequate  medical 
services  are  available  to  those  in  difficult  financial  circumstances, 
we  are  at  the  same  time  determined  to  prevent  abuse  and  unnec- 
essary overutilization  of  our  medical  resources. 

Mental  Health 

This  budget  reflects  the  continuing  trend  toward  local  treatment 
of  mental  illness.  Years  ago  it  was  common  to  house  the  men- 
tally ill  in  huge  state  institutions  where  treatment  though  it  may 
have  been  efficient,  was  often  impersonal  and  far  from  home.  Mod- 
ern treatment  techniques  have  revealed  the  much  greater  effective- 
ness to  be  gained  by  treating  the  mentally  ill  in  local  facilities, 
often  as  out  patients.  The  taxpayer  is  thus  often  saved  the  burden 
of  room  and  board,  and  recovery  is  greatly  speeded. 

In  furthering  our  program  for  local  treatment  of  the  mentally 
ill,  we  are  continuing  our  heavy  commitment  in  this  area. 

STATE  OPERATIONS 
Higher  Education 

Statisticians  have  been  predicting  for  several  years  that  by  the 
1980 's  there  would  be  a  halt  to  the  spiraling  growth  rate  in  higher 
education.  At  least  in  some  segments,  that  phenomenon  seems  to 
have  arrived  8  years  earlier  than  expected.  Both  the  University  of 
California  and  the  State  University  and  Colleges  have  been  con- 
sistently revising  downward  their  predictions  of  student  popula- 
tion, and  two  campuses  of  the  University  are  showing  actual  de- 
creases in  enrollment. 

In  November,  the  Director  of  Finance  appeared  before  a  com- 
mittee of  the  Regents  of  the  University  of  California  to  outline 
some  of  our  concerns  with  respect  to  their  budget.  We  are  con- 
vinced that  there  are  numerous  areas  where  increased  economy 
and  efficiency  would  result  in  great  savings  to  the  taxpayer. 

Consequently,  we  have  not  funded  the  full  (and  substantial)  in- 
creases requested  by  the  Regents.  Together  with  salary  increases 
and  fringe  benefit  improvements,  the  University  had  requested  an 
unrealistic  25  percent  increase  in  state  aid.  Instead,  I  am  propos- 
ing an  increase  of  $45  million,  which  will  grant  the  full  salary  in- 
creases requested  by  the  University  and  nearly  $15  million  in 
increased  operating  funds  exclusive  of  salary  items. 
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For  the  State  University  and  College  System,  we  are  proposing 
$442  million,  an  increase  of  over  $(>3  million.  This  will  cover 
substantial  salary  increases  and  provide  $31  million  for  growth 
and  higher  costs  due  to  inflation. 
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Student  Financial  Aid 

Through  the  Scholarship  and  Loan  Commission,  our  program 
of  grants  to  educationally  capable  but  financially  needy  students 
is  one  of  the  fastest  growing  area  of  state  government  involve- 
ment, a  fact  of  which  I  am  very  proud.  From  a  program  of  ap- 
proximately $5  million  when  I  came  into  office  in  1967,  this  has 
grown  to  over  $37  million  in  the  budget  year.  Legislation  signed 
last  year  increased  the  maximum  scholarship  grant  to  $2200  and 
also  increased  the  number  of  eligible  students  from  3  to  3*4  per- 
cent of  California  high  school  graduates. 

The  program  also  continues  our  contracts  with  private  Cali- 
fornia medical  schools  to  increase  the  number  of  medical  stu- 
dents. The  first  year  students  funded  in  the  current  budget  will 
be  continued  to  their  second  year  of  medical  education  and  an 
equal  number  of  incoming  first  year  students  will  be  added. 

Additionally,  we  are  continuing  the  educational  opportunity 
programs  together  with  their  administration,  counseling  and 
tutoring  services,  at  the  expanded  rate  established  in  the  current 
year.  To  compensate  for  cost-of-living  increases,  we  are  propos- 
ing a  5  percent  raise  in  individual  grants  for  1973-74. 

Health  and  Welfare 

The  budget  year  will  bring  into  being  the  new  Department  of 
Health.  This  amalgamation  of  previously  fragmented  efforts  will 
enhance  efficiency  and  at  the  same  time  we  expect  it  to  reduce 
expenditures.  Treatment  of  alcoholism,  drug  abuse  and  mental  re- 
tardation, previously  spread  among  more  than  one  department, 
will  also  be  consolidated. 

Population  of  the  mentally  ill  in  our  state  hospitals  is  expected 
to  continue  to  decline  due  to  the  success  of  local  treatment,  dis- 
cussed under  local  operations. 

Some  time  ago  I  announced  our  plans  to  close  San  Quentin 
prison,  long  outmoded  as  a  correctional  institution.  The  budget 
contains  money  for  planning  two  smaller,  maximum  security 
prisons  to  replace  San  Quentin. 

Resources 

California  has  been  a  leader  in  the  fight  against  air  and  water 
pollution.  This  budget  continues  our  strong  efforts  in  both  fields. 
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Assistance  to  local  government  for  air  pollution  efforts  is  sub- 
stantially enhanced. 

Scarcely  a  month  goes  by  without  the  purchase  of  additional 
land  for  one  or  more  of  California's  many  beautiful  parks.  This 
budget  anticipates  millions  more  for  beach  and  park  acquisition, 
some  from  bond  funds  and  additional  from  the  Bagley  Conserva- 
tion Fund.  Since  each  new  area  requires  maintenance  manpower 
and  equipment,  our  budget  for  parks  and  recreation  is  increased 
accordingly. 

Salary  Increase  Funds 

In  the  current  year  we  took  the  first  of  two  steps  to  bring  sala- 
ries of  state  employees  to  the  level  paid  for  comparable  work  in 
private  industry  or  other  governmental  levels.  At  that  time,  we 
understood  that  the  amount  of  money  appropriated  would  do  over 
half  the  task,  and  we  expected  to  request  the  other  half  in  this 
budget. 

However,  current  salary  findings  by  the  Personnel  Board  to- 
gether with  continuing  inflation  have  revealed  that  this  year's 
step  must  be  even  greater  than  that  of  last  year.  In  accordance 
with  the  commitment  I  made  to  state  employees,  I  am  therefore 
including  the  full  amount  recommended  by  the  Personnel  Board 
to  fulfill  our  obligation  and  reach  our  goal. 

Conclusion 

There  is  almost  no  limit  to  the  number  of  things  someone  might 
think  it  would  be  "nice"  to  do  for  citizens.  Although  this  is  a  very 
large  budget,  there  will  be  some  who  will  point  out  areas  where 
they  would  like  to  increase  expenditures,  or  who  will  advocate 
programs  not  now  pursued  by  state  government. 

There  is,  however,  a  very  definite  limit  to  the  taxpayer's  ability 
and  willingness  to  sacrifice  further  to  permit  government  to  grow. 

This  budget  continues  state  operations  that  Californians  have 
determined  necessary.  It  funds  massive  amounts  for  property  tax 
relief.  It  recommends  appropriation  of  the  largest  annual  increase 
ever  made  to  local  schools  and  it  continues  our  fair  and  adequate 
funding  of  higher  education.  In  fact,  of  the  $7.15  billion  general 
fund  portion  of  the  budget,  $3.29  billion  or  46  percent,  goes  for 
education.  An  additional  $1.49  billion  is  allocated  to  welfare  and 
Medi-Cal  and  approximately  $1  billion  for  property  tax  relief. 
Together,  these  three  categories  constitute  over  80  percent  of  all 
our  general  fund  expenditures. 

It  would  indeed  be  foolish  to  initiate  vast  new  programs  or 
levels  of  expenditures  higher  than  absolutely  necessary  simply  be- 
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cause  for  a  short  period  in  the  span  of  government  we  have  an 
operating  surplus.  Government  should  never  take  from  the  people 
more  than  absolutely  necessary.  Our  surplus  at  the  end  of  the 
current  year  will  be  larger  than  necessary  to  meet  contingencies. 
I  shall  therefore  propose  a  program  which  will  return  to  the  tax- 
payers substantially  all  of  the  excess. 

I  ask  your  cooperation  in  keeping  expenditures  to  the  lowest 
possible  level  as  I  submit  this  budget  for  the  fiscal  year  commenc- 
ing July  1, 1973  and  ending  June  30, 1974. 


r?. 


Governor 
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STATE  OF  CALIFORNIA  RONALD   REAGAN,  Governor 

DEPARTMENT  OF  FINANCE 

SACRAMENTO 

Letter  or  Transmittal 

OFFICE  OF  THE  DIRECTOR 

The  Honorable  Ronald  Reagan, 
Governor  of  California 
State  Capitol,  Sacramento,  California 

A  Director  of  Finance  alternates  between  despair  and  delight. 
When  revenues  are  down  and  expenditures  up  he  grows  old  before 
his  time  worrying  about  how  the  State  will  pay  its  bills.  When 
circumstances  are  reversed,  he  naively  hopes  the  surpluses  will 
last  forever. 

For  two  years  I  presented  to  you  budgets  which  were  unduly 
stringent  because  the  economy  of  California  was  less  than  robust. 
Today,  that  situation  is  reversed.  Economists  predict  an  outstand- 
ing 1973  and  a  1974  that  will  be  at  least  average  and  possibly  well 
above  normal. 

This  budget  grants  to  homeowners  the  relief  that  you  have  long 
sought  to  offer.  It  provides  massive  additional  amounts  of  aid  to 
local  schools.  It  grants  comfortable  though  not  excessive  increases 
to  many  worthwhile  programs  administered  by  the  myriad  of 
State  departments  under  your  direction. 

In  the  sometimes-neglected  area  of  capital  outlay,  there  is  gen- 
erous provision  for  new  buildings  at  the  University,  State  Uni- 
versity and  College,  and  Community  College  levels.  We  will  aug- 
ment our  holdings  of  beach  and  park  lands,  provide  many  efficient 
new  offices  for  such  operations  as  the  Department  of  Motor  Ve- 
hicles and  California  Highway  Patrol,  and  commence  the  phase- 
out  of  obsolete  prisons. 

In  addition,  we  will  begin  the  year  with  a  surplus  which  could 
support  a  rebate  or  tax  cut  for  hard  pressed  taxpayers,  and  we 
will  live  well  within  our  revenues  for  the  12  months. 

In  accordance  with  Article  IV,  Section  12  of  the  State  Constitu- 
tion, I  have  the  honor  to  submit  to  you  the  budget  of  the  State  of 
California  for  the  fiscal  year  commencing  July  1,  1973  and  end- 
ing June  30, 1974. 

Sincerely, 


VERNE  ORR 


Januarv  18,  1973  Director  of  Finance 
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Schedule  1 

GENERAL   BUDGET   SUMMARY1 

General  Fund 


PRIOR   YEAR   RESOURCES  2 

REVENUE  AND  TRANSFERS  :  3 

Current    Income   

Transfer  from  Revenue  Sharing   Fund 

Total  Available 

EXPENDITURES 

State    Operations   

Capital   Outlay   

Local  Assistance     

Total   Expenditures  4 

LEGISLATION  NOT  IN  BUDGET  TOTALS 

Total   Expenditures   

ENDING  RESOURCES  

Reserve  for  Working  Capital'' 

Reserve  for  Unencumbered  Balances  of 

Continuing    Appropriations    

Unrestricted  Surplus  

(FEDERAL  REVENUE   SHARING   FUND— CASH)  »_ 


Reference 

to 
Schedule 

Actual 
1971-72 

Estimated 
1072-73 

Estimated 
1973-7', 

$232,817,944 

$000,340,742 

si.ii4.".::c,o.oiy 

2 
2 

5.394.70S.300 

0. 112,840,456 

7.250.818.039 
215.000,000 

$3,027,016,244 

$0,713,187,198 

$8,520,187,688 

3 
a 

3 

$1,418,981,430 

134.016.775 
3.474,277.297 

$1,053,540,400 

18.268,719 

3.903.605.050 

$1,706,341,260 

13.745.873 

5.335,021,879 

3 

$5,027,275,502 

$5,605,475,120 

$7,145,700,012 

- 

2.342,420  « 

5,410.000  7 

$5,027,275,502 

$5,007,817,549 

$7,151,128,012 

// 

$600,340,742 

309,392,61,0 

$1,045,369,649 

402,317,000 

$1,300,050,670 
.',70,680,000 

4 

31,,686.251 

256.261,851 

22.038.962 
620,1,13.681 

5,631,,512 

892,11,0,101, 

— 

(231.400.000) 

(220.400.000) 

Special  Funds 

TRIOR  YEAR  RESOURCES 4  $266,829,264  $421,916,560  $388,752,085 

CURRENT  INCOME   (Revenue  and  Transfers)    2  1,502.100,382  1,092,212.005  1,689.177.361 

Total   Available   $1,768,989,646  $2,114,128,505  $2,077,020,440 

EXPENDITURES 

State   Operations   3  $308,412,203  $401 .740.026  $540,384,505 

Capital  Outlay  3  221.312.202  470.590.130  481.589.715 

Local  Assistance 3  .            727.348.591  787.036,424  822,179.937 

Total  Expenditures  3  $1,347,073,086        $1,725,376,480        $1,844,154,247 

ENDING  RESOURCES  4               $421,916,560  $388,752,085  $233,775,199 

Reserve  for  Unencumbered  Balances  of 

Continuing    Appropriations    ■',                  171. 129,123  131,738.6 1,5  108.279.011, 

Unrestricted  Surplus 2.10,787,1,37  251,013,1,1,0  125,1,96.185 

1  The  General   Budget   Summary  includes   the  revenues  and  expenditures  of  all  state  funds  and  activities  that  reflect  the  cost  of  state 

government.  The  transactions  involving  bond  funds,  and  other   nongovernmental  cost  funds  are  excluded. 

2  Yearend  surplus  and  reserves  reported  by  the  State  Controller  for   the  1970-71  fiscal  year  were  $195,800,005.  Additional  prior  year 

adjustments  of  $30,951,279  have  increased  that  total  to  $232,817,944. 

3  Income  for  the  General  Fund  includes  revenues  which  were  originally  deposited  in  a  special  fund  and  .subsequently  transferred  to 

the  General  Fund,  and  transfers  of  surplus  from  special  funds.   Such  amounts  are  reduced  from  special  fund  revenues. 
*  Expenditures  from  the  General  Fund  include  amounts  transferred   to  special  funds  and  expenditures  from  special  funds  are  reduced 

by  a  like  amount. 
'<  Chapter  571,  Statutes  of  1970,  requires  the  State  Controller  to   reduce   the   Ending  Resources  by   a   Reserve   for   Working   Capital 

beginning  with  the  1909-70  fiscal  year.  This  reserve,  in  effect,   limits  the  unrestricted  surplus  to  the  actual  cash  balance  at  the 

end  of  the  fiscal  year. 
SThis   amount    is  composed   of   the   following   chapters:    1358    ($49,000).    1430    ($33,000).    1365    ($05,000).    1308    ($107,000).    125.S 

($1,000,000),    1413    ($275,000),    1354    ($100,000).    1376    ($50,000),  1440  ($165,000).  1330  ($301.(100).  anil  1155   ($70,820). 
7This  amount   is  composed   of  the  following   chapters:   1358   ($118,000).    1230    ($.".0,000).    1430    ($82,200).    1365    ($202,800).    1437 

($200,000),   1368   ($334,000).   1438   ($277,000).   1226   ($361,000).    1258    $4,000,000),    1413    ($1,098,000).    1334    (-$2,000,000). 

1203  aud  1102  ($60,000).  1376  ($50,000),  1440   ($165,000)   and  1339  ($361,000). 
8  The  Federal  Revenue  Sharing  Act  of  1972  requires  the  funds  received  by  each  state  to  be  deposited  in  a  trust  fund  and  expended 

in  accordance  with  state  laws.  These  funds  are  reserved  until  appropriated  by  the  Legislature.  $215,000,000  is  proposed  for  ex- 
penditure in  1973—74  for  local  schools. 
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Schedule    1-A 

GENERAL   FUND   SURPLUS   AVAILABLE    FOR   APPROPRIATION  JUNE   30,    1973 

Reconciliation  of  the  Changes  from  the  Previous  Budget  Estimates 

J972-73  1973-7.', 

Governor's  Governor's 

Budget  Jiudyet                      Adjustment 

previous  revised                               of 

1071-72  fiscal  year                                                                         estimate  estimate                         surplus 

Income   (revenues  and  transfers) $5,314,645,013  $5,394,798,300                  $S0,152,387 

"sPatc  operations $1,441,931,004  $1,418,981,430                  $22,940,574 

Capital  outlay 17.340.954  134.016.775                -116,675.821 

Local   assistance   3,516,6*9.643  3,474,277.207                    42,412,346 


Expenditures     $4,975,001,601  $5,027,275,502  -$51,313,901 

Prior  Year  Surplus  Adjustments $195,S66,665  $232,817,944  $36,951,279 

1972-73  fiscal  year 

Income   (revenues  and  transfers)   $5,779,856,036  $6,112,846,456  $332,990,420 

Outgo  : 

State  operations $1,594,435,058  $1,053,540,460  -$59,104,802 

Capital  outlay 3.032,000  18,268.719  -15,236,719 

Local  assistance 4.059,647.748  3,993.665,950  65,981,798 


Expenditures     $5,657,115,406            $5,665,475,129  -$8,359,723 

Reserve  in  accordance  with  Chapter  1.  Statutes  of  1971.  1st  E.S.__                       $150,000,000  $150,000,000 

Reserve  for  unencumbered  balances  of  continuing  appropriations $1,322,461                  $22,638,962  -$21,316,501 

Reserve  for  working  capital $348,081,000                $402,317,000  -$54,236,000 

EFFECT  OF  REVISED  ESTIMATES  AS  REPORTED  IN  THE  1973-74  GOVERNORS   BUDGET $464,867,961 

GENERAL  FUND  SURPLUS  AVAILABLE  FOR  APPROPRIATION,  June  30.  1973,  as  estimated   in  the 

1972-73  budget $157,888,146 

GENERAL  FUND  SURPLUS  AVAILABLE  FOR  APPROPRIATION,  June  30.  1973,  as  estimated  in  the 

1973-74  budget $622,756,107 
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CHART  1 

REVENUE  DOLLARS 

1973-74  FISCAL  YEAR 

INHERITANCE  AND  GIFT  TAXES 

3.5 

OTHER \ 
4.2 

^PERSONAL  INCOME  TAX 
/                 24.3 

TOTAL 

REVENUES 

/    Pv     ^Xl' — v  N^\^saitf^^frZ^; 

W\          ^HORSERACING  FEES 
ft_/^               0>8 

oHLC.0    IHA                     * 

33.5 

§    ___-HIGHWAY  USERS  TAXES 

/=7                12-5 

_____ INSURANCE  TAX 

2.3 

MOTOR  VEHICl 

LICENSE  FEES 

3.3 

E  ^S^^^ZZ^^^X           ^LIQUOR  TAXES 
/                   \                   AND  FEES 
/                        \                        1.6 
BANK  &  /                 CIGARETTE  TAX 
CORPORATION  TAX                       2-9 
11.1 

INHERITANCE  AND  Gl 
4.3 

OTHER 

2.8 

FT  TAXES. 

/PERSONAL  INCOME  TAX 
/                  30.0 

GENERAL  FUND 

REVENUES        / 

CN 


HORSERACING  FEES 
0.9 


SALES  TAX- 
41.3 


BANK  &   / 
CORPORATION  TAX 
13.7 


-INSURANCE  TAX 
2.8 

LIQUOR  TAXES 

AND  FEES 

1.7 


CIGARETTE  TAX 
2.5 


CHART  2 


EXPENDITURE  DOLLARS 

1973-74  FISCAL  YEAR 


BUSINESS  & 

TRANSPORTATION 

8.90 

PROPERTY 
TAX  RELIEF 
10.90 


AGRICULTURE 
&  SERVICES 


RESOURCES 
2.10 


TOTAL 
EXPENDITURES 

(Excluding  Selected  Bond  Funds) 


OTHER 
5.90 


SHARED  REVENUE 
8.20 


HIGHER  EDUCATION 
10.20 


BUSINESS  & 

TRANSPORTATION 

0.30 


PROPERTY  TAX  RELIEF 
13.70 

OTHER 
6.10 


GENERAL  FUND 
EXPENDITURES 


HIGHER  EDUCATION 
11.90 


AGRICULTURE 

&  SERVICES 

1.60 


RESOURCES 
1.60 


HEALTH  &  WELFARE 
24.40 


EDUCATION 
27.70 


HEALTH  &  WELFARE 
30.70 


EDUCATION 
34.10 


TABLE  1 
PERSONNEL   MAN-YEARS   AND   SALARY   COST   ESTIMATES 


1911-12  Fiscal  Year 

FUNCTION  Personnel 

General  Government:  man-years  Cost 

Legislative 250  $4,077,498 

Tndiciil                                  ~m--i  17,952.884 

Executive"! - 285.6  3,576,870 

General  administration 6,407.3  69,361,975 

Miscellaneous    38-1  ^67,131 

Unallocated  salary  increase -  93,881 

Suhtotals.   General   Government 7.771.4  $95,430,239 

Agriculture   and   Services 12.900.9  $125,888,291 

Business   and   Transportation 33.948.1  3:>0.978,846 

Resources 10,494  108.925,428 

Health   and   Welfare 44,302.4  442.367.271 

ESc^on 2,157.1  23,318.308 

Higher  Education 70.278.4  727.711,151 

Totals 181.912.3    $1,874,619,534 

CLASSIFICATION 

Constitutional  officers  and  statutory 314.1  $8,289,709 

Civil  service 110,325.2  1,118,161,068 

Superior  court  judges — part  salary 445  11,543,230 

Exempt— other      803.1  11,649,698 

Exempt — Higher  Education  : 

University  of  California 40.479.5  407,628,289 

Auxiliary  facilities — University  of 

California 1,769.1  11,076.000 

Hastings  College  of  Law 115.6  1.641.756 

State  colleges  and  trustees 26,904.6  295.046,700 

Other  state  college  facilities 756.1  8,889.023 

Unallocated  salary  increase -  93,881 

Totals 181,912.3    $1,874,619,534 


1912-73  Fiscal  Year 


1913-14  Fiscal  Year 


Personnel 
man-years 

259 

832 

310.4 
7,196.2 

472.7 

Cost 

$4,310.8S1 

19.845.425 

4,075,512 

82.504.680 

2.945.S84 

8,290,625 

Personnel 
man-years 
256 
829.7 
344.5 
7.265 
462.7 

Cost 

$4,383,836 

20.107.760 

4,929,818 

84,030.073 

4,934,704 

254,464,000 

9.070.3 
14.255.4 
34.514.4 
10.622 
45,041.3 

2,583.5 

72.498.4 

$121,979,007 

$146,225,032 

383.069,303 

118,778,789 

489,252,408 

29.207,057 
838.521,609 

9.157.9 
14.122.9 
34,511 
10.733.7 
45,200.5 

2,627.9 
75,997 

$372,850,191 

$146,624,630 

385.702.661 

120,673,275 

495,223,877 

30,160.932 
883,124,467 

189,185.3    $2,127,033,205         192.410.9    $2,434,300,033 


323 
115.367.1 

477 
822.3 

$8,841,991 

1,249,051.860 

12,832,593 

12,918,197 

321 
115.090 

477 
836 

$8,814,312 

1.264.932.692 

13,031,961 

13,506,592 

40,006 

459,942,295 

42,700 

490,878,724 

1.857.9 
141 

29,223.8 
877.2 

13,181,800 

2,019,010 

349..N39.N92 

10.108,942 
8,296,625 

$2,127,033,205 

1,872.9 
151 
30,189 
774 

13,288,226 
2.138.634 

364.142.691 
9,162,201 

254,464,000 

1S9.1S5.3 

192,410.9 

$2,434,360,033 
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Tax  Relief 

Chapter  1406,  Statutes  of  1972  (SB  90),  was  en- 
acted late  in  the  1972  Legislative  Session  culminating 
long  efforts  by  the  Administration  and  the  leadership 
of  the  Legislature  to  achieve  significant  property  tax 
relief.  The  first  steps  in  establishing  a  program  began 
in  1967  with  the  senior  citizens'  property  tax  relief 
program.  Homeowners'  property  tax  relief  and  per- 
sonal property  tax  relief  were  added  in  1968.  State 
financing  was  begun  to  reimburse  local  government 
for  losses  incurred  under  the  open  space  program 
(Williamson  Land  Conservation  Act).  Most  recently, 
a  program  of  tax  relief  for  renters  was  enacted  in 
1972. 

These  programs  represent  a  broad-based  effort  to 
provide  meaningful  property  tax  relief.  Expenditures, 
in  terms  of  both  direct  payments  to  individuals  and 
payments  to  local  jurisdictions  to  replace  tax  loss,  in- 
creased significantly  as  a  result  of  Chapter  1,  Statutes 
of  1971,  First  Extraordinary  Session.  Major  changes 
were  made  to  these  programs  by  Chapter  1406,  Stat- 
utes of  1972,  along  with  new  features  of  tax  rate  and 
revenue  controls  on  cities,  counties,  school  districts 
and  special  districts.  A  full  description  of  these 
changes  is  included  in  the  discussion  of  the  revenue 
estimates. 

The  following  is  a  short  discussion  of  each  of  the 
property  tax  relief  programs  : 

Senior  Citizens'  Property  Tax  Relief 

This  budget  provides  $62  million  for  senior  citizens' 
property  tax  relief. 

The  Senior  Citizens'  Property  Tax  Assistance  Pro- 
gram, which  is  administered  by  the  Franchise  Tax 
Board,  was  substantially  modified  by  Chapter  1,  Stat- 
utes of  1971,  First  Extraordinary  Session.  That  meas- 
ure provided  a  substantial  increase  in  the  amount  of 
money  available  for  refunds,  increased  the  household 
income  limitations  from  $3,350  to  $10,000  annually, 
raised  the  assessed  value  limitation  amount  from  $5,- 
000  to  $7,500  and  reduced  the  age  of  eligibility  from 
65  to  62  years. 


In  addition,  Chapter  917,  Statutes  of  1972,  Regu- 
lar Session,  revised  the  assistance  schedule  for  house- 
holds with  an  annual  income  of  less  than  $5,800  by 
increasing  the  number  of  income  brackets  and  the  ap- 
plicable assistance  factors.  These  changes  increased 
property  tax  assistance  at  the  lower  income  levels  and 
Chapter  1230,  Statutes  of  1972,  was  enacted  to  pro- 
vide an  additional  $6  million  for  the  program. 

Although  no  direct  change  to  this  program  was 
made  by  Chapter  1406,  Statutes  of  1972,  the  signifi- 
cant increases  in  the  homeowners'  property  tax  ex- 
emption will  reduce  the  property  tax  liability  of 
senior  citizens  in  future  years. 

Homeowners'  Property  Tax  Relief 

This  budget  provides  $647.2  million  for  homeown- 
ers' property  tax  relief  in  1973-74. 

A  substantial  increase  in  the  Homeowners'  Prop- 
erty Tax  Relief  Program  was  effected  by  Chapter 
1406,  Statutes  of  1972  (SB  90).  The  property  tax 
exemption  for  homeowners  was  increased  from  the 
present  $750  to  $1,750.  In  addition,  the  measure  ex- 
tended the  provisions  of  the  program  to  include  mul- 
tiple-dwelling units  which  are  occupied  by  owners  as 
their  principal  place  of  residence. 

Personal  Property  Tax  Relief 

This  budget  provides  $208  million  for  personal  prop- 
erty tax  relief  in  1973-74. 

Chapter  1406,  Statutes  of  1972  (SB  90),  increased 
the  tax  exemption  applicable  to  business  inventories 
from  the  present  30  percent  of  the  assessed  value  to 
45  percent  in  1973-74  and  to  50  percent  in  1974-75 
and  subsequent  years. 

Tax  Relief  for  Renters 

This  budget  reflects  the  provision  of  some  $110  mil- 
lion in  tax  relief  for  renters. 

This  program  was  enacted  by  Chapter  1406,  Stat- 
utes of  1972  (SB  90)  to  provide  some  measure  of  tax 
relief  to  the  non-homeowners.  Under  this  program 
renters  will  receive  an  income  tax  credit  of  $25  to  $45, 
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depending  upon  their  adjusted  gross  income  or  a  re- 
fund if  the  credit  exceeds  the  amount  of  their  income 
tax  liability. 

Open  Spiace  Assistance 

This  budget  provides  $22  million  in  1973-74  to  re- 
imburse local  government  for  losses  incurred  under 
the  Open  Space  Program  ("Williamson  Land  Conserva- 
tion Act ) . 

Th.e  state's  open  space  program  was  enacted  to  give 
local  government  the  means  to  adopt  land  use  policies 
to  preserve  prime  agricultural  land  and  to  provide 
adequate  open  space.  State  reimbursements  are  pro- 
vided to  local  government  and  school  districts  to  assist 
them  in  financing  the  revenues  lost  because  of  the 
placement  of  land  in  the  open  space  program. 

Chapter  1406,  Statutes  of  1972  (SB  90)  increased 
the  amount  of  state  funds  for  this  program  to  $22 
million  in  1973-74. 

Office  of  Emergency  Services 

The  Office  of  Emergency  Services  is  responsible  for 
coordination  of  emergency  activities  to  mitigate  the 
effects  of  natural,  manmade.  or  war-caused  emer- 
gencies which  imperil  life,  property,  and  resources 
within  the  state. 

As  California  is  a  large,  dynamic  state,  the  poten- 
tial for  disaster  is  great.  California  ranks  among  the 
leaders  in  the  nation  in  the  amount  of  federal  money 
expended  for  declared  major  disasters.  This  office  acts 
as  the  conduit  for  the  federal  assistance  through 
natural  disaster  grants  and  federal  agency  support. 
Support  in  the  area  of  federal  aid  for  disaster  assist- 
ance is  anticipated  to  be  in  the  amount  of  $20,500,000 
for  1973-74. 

Passage  of  Chapter  780,  Statutes  of  1972,  will  re- 
quire OES  to  designate  territories  where  death  or 
personal  injury  could  occur  as  a  result  of  a  dam 
failure  and  review  inundation  maps  and  emergency 
evacuation  procedures  submitted  by  local  agencies. 

A  significant  improvement  in  the  statewide  emer- 
gency communications  system  is  proposed  to  enable 
the  law  enforcement  agencies  within  the  state  to  pro- 
vide interdepartmental  communications  during  law 
enforcement  and  other  emergencies.  Funding  for  the 
upgrading  of  the  communications  network  will  be 
based  upon  25%  state  funds  and  a  75%  federal 
LEAA  grant. 

Board  of  Equalization 

Chapter  1406,  Statutes  of  1972  (Senate  Bill  90)  in- 
creased the  state  sales  tax  rate  from  the  present  3f 
percent  to  4|  percent  effective  June  1,  1973.  No 
change  was  made  in  the  local  1J  percent  rate.  The 
General  Fund  revenue  increase  will  provide  about  $51 
million  to  the  General  Fund  in  1972-73  and  approxi- 
mately $623  million  in  1973-74  to  help  finance  the  tax 
relief  provisions  of  Chapter  1406. 

Chapter  1406  provided  $50,000  to  the  Board  in  the 
current  year  for  the  cost  of  administering  its  portion 
of  the  tax  revisions.  A  similar  amount  is  provided  for 
the  Board  in  the  1973-74  fiscal  year. 

Chapter  563,  Statutes  of  1972,  repeals  the  Motor 
Vehicle  Transportation  License  Tax,  effective  June 
30,  1973.  During  1973-74  significant  resources  will 
continue  to  be  needed  by  the  Board  to  phase  out  the 


program.  Thereafter,  the  program  will  be  terminated. 
The  number  of  audit  positions  in  the  sales  and  use 
tax  program  is  being  increased  in  1973-74  to  bring 
audit  coverage  to  the  level  considered  necessary  to 
adequately  protect  sales  tax  revenue. 

Department  of  Justice 

The  Department  of  Justice,  through  the  constitu- 
tional office  of  the  Attorney  General,  has  the  responsi- 
bility to  insure  the  uniform  interpretation  and  en- 
forcement of  laws,  and  to  represent  the  state  in  civil 
and  criminal  proceedings. 

The  department's  General  Fund  budget  is  pro- 
posed at  $31,106,449,  an  increase  of  approximately 
$3,760,000  from  the  amount  authorized  for  1972-73 
programs.  A  substantial  portion  of  the  increase  reflects 
the  transfer  of  the  Criminal  Justice  Information  Sys- 
tem and  Organized  Crime  Programs  from  federal  to 
state  funding.  Significant  increases  are  also  proposed, 
however,  for  criminal  writs  and  appeals,  staff  support 
and  various  programs  within  the  Law  Enforcement 
Division. 

Chapter  98,  Statutes  of  1972,  transferred  opera- 
tional responsibility  of  the  AUTO-STATIS  Program 
from  the  Department  of  California  Highway  Patrol. 
The  transfer  will  increase  Department  of  Justice  ex- 
penditures from  the  Motor  Vehicle  Account  in  the 
State  Transportation  Fund  by  approximately  $500,- 
000  in  1973-74. 

California  Council  on  Criminal  Justice 

The  California  Council  on  Criminal  Justice  is 
charged  with  improving  the  state's  criminal  justice 
system.  This  objective  is  achieved  through  develop- 
ment of  statewide  priorities  for  criminal  justice  im- 
provement projects.  The  council  then  allocates  state 
and  federal  funds  to  implement  and  fulfill  meritorious 
projects.  The  council  also  has  the  responsibility  to 
monitor  and  evaluate  the  project  which  it  funds. 

The  budget  for  the  council  proposes  a  moderate  in- 
crease in  staff,  and  continues  approximately  the  same 
funding  level  for  the  grant  award  program  as  in 
1972-73.  An  estimated  $4,550,000  will  be  expended 
from  the  General  Fund  as  the  state's  cash-match  con- 
tribution for  federal  grants  received  under  the  Omni- 
bus Crime  Control  and  Safe  Streets  Act  of  1968. 

Public  Utilities  Commission 

The  Public  "Utilities  Commission  is  responsible  for 
the  regulation  of  privately  owned  public  utilities  such 
as  truck,  bus  and  airline  companies,  gas  companies 
and  warehouse  companies.  The  commission's  primary 
objective  is  to  insure  adequate  facilities  and  services 
for  the  public  at  reasonable,  equitable  rates. 

The  Legislature,  in  establishing  the  Bay  Area  Rapid 
Transit  District  (BART)  directed  the  commission  to 
exercise  safety  surveillance-  over  its  operations.  Ac- 
cordingly, the  commission  has  monitored  BARTS' 
operations  (which  began  revenue  service  in  September 
1972)  and  has  imposed  operating  rules  on  the  system. 

In  addition,  highway  railroad  crossing  safety  is  a 
major  responsibility  of  the  commission  which  admin- 
ister three  funds  established  by  the  Legislature.  The 
Crossing  Protection  Fund,  The  Crossing  and  Mainte- 
nance Fund,  and  the  Grade  Separation  Fund,  from 
which  fund  allocations  are  made  to  cities  and  counties 
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to  construct  and  maintain  grade  crossing  protection 
devices  (signals  and  crossing  gates)  and  grade  cross- 
ing elimination  projects  (overpasses  and  under- 
passes). 

Commission  on  California  Sfate  Government 
Organization  and  Economy 

The  Commission  has  statutory  authority  to  make 
studies  and  recommendations  for  the  purpose  of 
furthering  economy  and  improving  the  organization 
of  state  government.  Staff  work  for  the  Commission 
has  been  done  by  agency  personnel  on  loan  to  the 
Commission.  This  arrangement  has  flften  resulted  in 
unsatisfactory  deployment  of  personnel.  The  1973-74 
budget  contains  funds  for  consulting  and  professional 
services  to  allow  the  Commission  greater  flexibility  in 
securing  staff  services. 

The  Military  Department 

The  Military  Department  is  responsible  for  organ- 
izing and  directing  the  activities  of  the  California 
National  Guard  which  is  composed  of  241  Army  and 
Air  units  located  in  112  California  communities.  This 
force  is  available  to  the  Governor  for  Military  sup- 
port of  civil  authority  anywhere  in  California  in  the 
event  of  natural  or  war  caused  disasters,  civil  dis- 
turbances or  other  emergencies. 

The  California  National  Guard  has  suffered  major 
losses  of  weapons,  ammunition  and  other  sensitive 
items  in  the  past  year.  This  budget  provides  funds  to 
improve  the  security  at  our  installations  through  em- 
ployment of  a  minimum  security  patrol  at  two  air 
bases  and  by  modifying  arms  and  ammunition  vaults, 
supply  rooms,  security  lighting  and  security  fencing. 
Increased  security  demands  plus  additional  training 
and  tactical  equipment  has  resulted  in  shifting  funds 
to  accommodate  increased  utility  and  operating  ex- 
penses. The  1973-74  budget  recognizes  the  need  to 
fund  these  additional  maintenance  and  utility  costs. 

Week-end  and  annual  training  is  required  for  Na- 
tional Guard  armor  and  artillery  units.  Fort  Irwin,  a 
previously  inactive  Federal  Military  installation  has 
such  facilities  and  there  are  no  alternate  facilities  in 
California.  Fort  Irwin  was  licensed  to  the  state  dur- 
ing the  current  year  with  federal  funding  provided 
to  the  state  for  the  operation  and  maintenance  of  the 
facilities.  It  is  proposed  that  the  State  continue  this 
license  in  the  budget  year. 


Department  of  Finance 

The  Director  of  Finance  serves  as  the  Governor's 
chief  adviser  in  fiscal  policy  matters.  It  is  necessary  to 
obtain  through  him  and  the  Governor's  Cabinet 
guidance  on  matters  of  financial  policy.  This  role  is 
carried  out  through  four  programs: 

1.  Preparation  and  enactment  of  the  annual  finan- 
cial plan ; 

2.  Support   and  direction   of  the   annual  financial 
plan; 

3.  Assessment  and  optimization  of  state  adminis- 
tered and  state  financed  programs; 

4.  Development  of  supportive  data. 

It  is  through  these  programs  that  the  Department 
of  Finance  will  continue  to  emphasize  projects  which 
help  to  control  and  streamline  high  expenditure  areas. 

The  EDP  Control  Division  created  in  FY  72-73 
lias  developed  a  plan  for  EDP  consolidation  which 
was  approved  by  the  Administration.  That  plan  was 
the  subject  of  2  pieces  of  legislation  which  created 
five  new  Consolidated  Data  Centers.  They  are  cur- 
rently under  development  with  each  at  a  different 
stage  of  implementation. 

This  Division  will  continue  to  coordinate  the  State's 
use  of  its  computing  capabilities  to  insure  efficient  and 
effective  utilization  of  this  expensive  resource. 

The  programming  and  implementation  of  the  bulk 
of  the  Budget  Data  System  will  be  accomplished  dur- 
ing the  current  and  budget  years,  and  the  display  of 
much  of  the  budget  data  for  these  years  will  be  avail- 
able in  January  1973. 

Salary  Increase 

This  budget  contains  $165,701,000  of  General  Fund 
and  $60,342,000  of  special  funds  for  employee  salary 
increases.  Of. the  total  amount  proposed,  the  Univer- 
sity of  California  would  receive  $30,690,000  and  the 
State  University  and  Colleges  $34,260,000.  The  re- 
maining $161,093,000  would  be  for  state  employees, 
including  statutory,  other  than  those  in  the  Univer- 
sity of  California  and  the  State  University  and  Col- 
leges. The  various  salary-setting  authorities  will  de- 
termine in  what  manner  the  funds  allocated  to  them 
will  be  applied.  Included  is  $600,000. 

Funds  are  included  to  reflect  the  judicial  salary  in- 
crease provided  for  in  Government  Code  Section 
68203.  This  change,  estimated  at  3.5265%  is  effective 
September  1,  1973. 
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Departments  within  this  area  are  a  grouping  of 
diverse,  independent  and  complex  programs.  They 
are  primarily  concerned  with :  promoting,  protecting 
and  developing  agriculture;  protection  of  consumers; 
selected  programs  involving  central  administrative 
operations  of  the  state  such  as  Franchise  Tax  Board, 
Personnel  Board  and  General  Services. 

Department  of  General  Services 

For  the  1973-74  fiscal  year,  the  Department  of 
General  Services  proposes  to  substantially  reduce  its 
General  Fund  support  by  placing  several  activities, 
which  are  currently  supported  by  the  General  Fund, 
on  a  reimbursable  basis.  These  services  include  pur- 
chasing and  procurement,  management  assistance 
studies,  paperwork  management,  records  storage, 
legal  services,  and  insurance  services. 

The  general  fund  support  for  the  department  will 
be  reduced  from  $5,875,000  in  1972-73  to  $3,563,000 
in  1973-74. 

This  reduction  is  made  possible  through  the  specific 
identification  of  the  services  provided  to  individual 
client  agencies  and  through  analysis  of  the  costs  of 
providing  the  services.  This  change  is  one  part  of  the 
overall  attempt  of  the  department  to  provide  quality 
services  in  a  timely  manner,  which  are  competitively 
priced  with  alternate  sources  of  supply  of  the  services, 
to  its  clients  agencies. 

Public  Employees  Retirement  System 

Chapter  767,  Statutes  of  1972,  will  increase  the 
ordinary  Disability  Retirement  allowance  formula  to 
90  percent  of  the  l/50th  formula,  or  1.8  percent  per 
year  of  service  credit  for  miscellaneous  members.  The 
enactment  of  Chapter  907,  Statutes  of  1972,  increased 
the  employer  contribution  toward  the  cost  of  health 
insurance  from  $14  to  $16  effective  August  1972.  This 
increase  was  previously  scheduled,  by  statute,  to  be- 
come effective  July  1973. 

Other  legislation  passed  during  the  1972  session 
included  Chapter  1098  which  establishes  a  single 
state  safety  member  category  other  than  the  highway 


patrol,  and  Chapter  1305  which  withdraws  safety 
members  of  the  Departments  of  Corrections  and 
Youth  Authority  from  social  security  coverage. 

Franchise  Tax  Board 

The  enactment  of  Chapter  1,  Statutes  of  1971,  First 
Extraordinary  Session  established  a  system  of  per- 
sonal income  tax  withholding  and  quarterly  estimated 
tax  payments  which  changed  the  emphasis  of  the 
income  tax  effort  from  verification  and  cashiering  to 
verification  and  refunds.  The  changes  resulting  from 
that  measure  involved  substantial  additional  workload 
in  the  number  of  returns  filed  and  a  significant  ex- 
pansion of  mathematical  verification  activities  since 
all  returns  filed  are  verified  for  mathematical  accur- 
acy by  data  processing  equipment.  During  the  past 
year  the  organizational  and  managerial  changes  re- 
quired to  achieve  the  program  objectives  intended  by 
the  Legislature  have  been  implemented. 

Activities  associated  with  the  administration  of 
senior  citizen  property  tax  assistance  were  also  ex- 
panded because  of  the  revised  eligibility  criteria 
established  for  the  program. 

Some  additional  changes  to  programs  are  antici- 
pated because  of  the  enactment  of  Chapter  1406, 
Statutes  of  1972.  That  measure  provides  tax  relief  to 
renters  through  their  personal  income  tax  returns 
which  will  require  the  assumption  of  a  new  function 
within  that  program.  Some  changes  may  also  be  re- 
quired because  of  increases  in  the  tax  rates  for  cor- 
porations. 

State  Teachers'  Retirement  System 

Enactment  of  Chapters  239,  361  and  878,  Statutes 
of  1972,  provided  members  of  the  Los  Angeles  Unified 
Local  System,  the  Los  Angeles  Community  College 
System,  and  teacher  members  of  the  San  Francisco 
City  and  County  System  with  the  option  to  elect  total 
membership  in  the  local  system  or  in  the  State  Teach- 
ers' Retirement  System.  On  June  14,  1972,  both  Los 
Angeles  systems  elected  to  abolish  their  local  system 
and  merge  with  the  state  system.  This  action  added 
approximately  35,000  teachers  as  full  members  to  the 
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Teachers'  Retirement  System.  Members  of  the  San 
Francisco  system  will  hold  an  election  prior  to  Feb- 
ruary 15,  1973. 

With  the  enactment  of  Chapter  1305,  Statutes  of 
1971,  effective  July  1,  1972,  a  substantial  increase  in 
member  benefits  is  provided  as  well  as  a  complete 
revision  of  the  funding-  structure.  On  July  1,  1972,  all 
teachers  regardless  of  age  or  sex  began  contributing  a 
uniform  8  percent  of  compensation  to  the  Teachers' 
Retirement  Fund.  The  local  school  districts  will  con- ' 
tribute  up  to  8  percent  of  payroll  by  July  1978  to  pay 
for  the  employers  share  of  the  cost  of  current  retire- 
ment service  credit.  The  State  General  Fund  will 
annually  contribute  $135  million  for  30  years  to  cover 
unfunded  costs  of  benefits  in  force  on  June  30,  1972. 
In  addition,  the  system  increased  its  net  average  rate 
of  return  on  its  investment  portfolio  from  a  previous 
net  average  rate  of  5.74  percent  to  6.01  percent  dur- 
ing the  1971-72  fiscal  year. 

Department  of  Consumer  Affairs 

The_Governor's  Reorganization  Plan  No.  1  of  1970 
transferred  the  Healing  Arts  Boards  within  the  De- 
partment of  Consumer  Affairs  to  the  new  Department 
of  Health.  Transfer  of  these  boards,  originally  sched- 
uled for  July  1,  1972,  was  deferred  by  Chapter  1271, 
Statutes  of  1971,  and  rescheduled  effective  July  1, 
1973.  The  only  board  in  this  organizational  unit  not 
effected  by  the  transfer  is  Guide  Dogs  for  the  Blind. 
Additional  personnel  from  the  Divisions  of  Adminis- 
tration and  Investigation  were  also  transferred  to  the 
Department  of  Health  for  support  services  to  the 
healing  arts  boards.  The  display  for  the  Department 
of  Consumer  Affairs  includes  the  budgets  for  the  heal- 
ing arts  boards  in  the  past  and  current  years  and  for 
the  1973-74  fiscal  year  they  are  included  with  the 
Department  of  Health. 

The  budget  for  the  Bureau  of  Automotive  Repair  is 
being  presented  for  the  first  time.  This  bureau  was 


created  by  legislation  in  1971  and  has  the  responsi- 
bility of  overseeing  the  regulation  of  the  industry  and 
reducing  consumer  complaints  in  the  areas  of  auto- 
motive repairs,  lamp  and  brake  adjustments  and  the 
installation  of  pollution  control  devices. 

State  Fire  Marshal 

Chapter  758,  Statutes  of  1972,  require  the  State 
Fire  Marshal's  Office  to  gather  statistical  data  on  all 
fires  occurring  within  the  state  by  January  1,  1974. 
The  initial  study  for  the  development  of  a  system  to 
collect  and  analyze  this  data  was  begun  in  the  1972-73 
fiscal  year  with  expectations  that  the  system  will  be 
fully  operative  by  the  January,  1974  deadline. 

State  Personnel  Board 

The  Welfare  Reform  Act  of  1971  gave  the  State 
Personnel  Board  responsibility  for  administering  a 
$7  million  program  to  expand  opportunities  for  wel- 
fare recipients  in  the  field  of  public  employment.  The 
program  is  being  continued  with  an  additional  $7  mil- 
lion included  in  the  1973-74  budget  within  the  Career 
Opportunity  Development  Program. 

Department  of  Food  and  Agriculture 

The  role  of  the  Department  of  Food  and  Agricul- 
ture is  to  promote,  protect  and  further  the  economy 
of  the  state's  agri-business  industry  to  the  fullest 
extent  commensurate  with  the  public  welfare.  In 
1973-74,  the  department  will  continue  its  programs 
which  include  active  leadership  to  insure  that  agri- 
culture's share  of  responsibility  in  the  fight  against 
pollution  is  met. 

In  addition,  the  department  will  continue  to  solicit 
industry  support  of  program  costs  wherever  possible, 
particularly  where  programs  are  especially  beneficial 
to  industry  and  only  indirectly  to  the  general  public. 
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The  two  broad  program  areas  in  this  agency  repre- 
sent: (1)  the  state's  interest  in  promoting  a  sound 
financial  and  business  community  based  on  ethical  and 
proven  management  practices  to  the  end  that  the 
economy  is  healthy  and  the  public  is  protected  from 


economic  loss  and  illegal  or  unethical  business  prac- 
tices; and  (2)  the  state's  concern  with  the  efficient, 
rapid  and  safe  movement  of  people  and  goods  through- 
out the  state. 


BUSINESS 

EXPENDITURES  AND  POSITIONS  SUMMARY 

Expenditures  Positions 

Department                                                                               1972-73                    1973-74  Change                        1972-73                    1973-74                      Change 

Banking   $1,707,551           $1,935,944  +$228,393                         90                        99                       +9 

Corporations    3,419,706             3,693,641  +273,935                       269-                      292                     +23 

Insurance     3,286,151             3,845,000  +558,849                       283.3                    291.5                    4-8.2 

Crime  Insurance 8,300                500,000  +491,700                           - 

Riot  and  Civil  Disorder  Insurance              993,144             1,000,000  +6,856                           - 

Real  Estate 4.606,149             4,559,086  -47,063                       229                       254                     +25 

Savings  and  Loan 3,036.679             3.173.036  +136,357                       155                       156                       +1 

Alcoholic  Beverage  Control 6,856,571             7,089,396  +232,825                       437.3                    437.3 

Department  and  Appeals  Board              145,884                148,518  +2,634                           7                           7 
Housing  and  Community 

Development    1,391,346             1,680,137  +288,791                       161.2                    176.5                  +15.3 

Totals $25,451,481         $27,624,758  +$2,173,277                    1,631.8                 1,713.3                  +81.5 

Increased  business  activity  in  the  current  and  past  credit  union  and  industrial  loan  industries  which  are 

fiscal  years  and  anticipated  economic  expansion  into  also  a  regulatory  responsibility  of  the  department.  To 

the   budget   year  have    resulted   in   a   corresponding  meet  this  workload  19  new  positions  are  proposed  in 

budget   increase   to  meet  workload  for   most  of  the  the  budget  for  1973-74.  In  addition,  four  new  posi- 

business  regulatory  departments.  tions  are  proposed  to  establish  a  new  cooperative  pro- 

The  number  of  banking  offices  licensed  by  the  State  gram  with  the  Securities  and  Exchange  Commission 

Banking  Department  continues  to  increase.  Since  1970  for  the  periodic  examination  of  mutual  funds  licensed 

there  has  been  a  new  upswing  in  the  number  of  state  in  California. 

banks.  This  trend  is  expected  to  continue  into  1973-  The  budget  for  the  Department  of  Insuran-ce  has 
74.  There  is  also  an  increase  in  the  number  of  foreign  been  increased  by  over  $500,000.  This  increase  con- 
banking  corporations  operating  in  this  state  indicating  sists  primarily  of  $330,000  for  the  establishment  of  a 
the  growing  importance  of  California  as  a  major  more  effective  licensing  and  management  information 
international  financial  center.  In  order  for  the  State  system  through  electronic  data  processing.  The  bal- 
Banking  Department  to  meet  its  responsibilities,  it  ance  of  the  increase  reflects  workload  increases  in  in- 
has  been  necessary  to  provide  funds  in  this  budget  for  surance  rate  regulation  activities  and  normal  operating 
additional  bank  examiner  personnel.  expense  increases. 

One  of  the  primary  concerns  of  the  Department  of  One  of  the  principle  responsibilities  of  the  Depart- 

Corporations  is  to  provide  appropriate  controls  over  ment  of  Real  Estate  is  licensing  of  real  estate  sales- 

the  solicitation,  marketing  and  sale  of  securities  to  men  and  brokers  and  the  regulation  of  real  estate 

California  residents.  The  nature  of  the  securities  being  transactions  in  order  to  protect  the  public.  Depart- 

offered  has  become  increasingly  complex.  Such  invest-  mental  workload  in  these  activities  is  generally  re- 

ments  as  real  estate  syndications,  oil  and  gas  offer-  lated  to  the  real  estate  market.  When  the  economy  is 

ings,  and  cattle  and  crop  syndications  have  introduced  rising,  real  estate  transactions  increase,  and  there  is  a 

a  new  sophistication  to  the.  securities  industry  which  proportionate    increase   in    applications   for   licenses, 

has  materially  added  to  the  workload  of  the  depart-  subdivision   applications   and   other   types   of   trans- 

ment.  There  has  also  been  an  unusual  growth  in  the  action  activities.  This  budget  provides  a  total  of  25 
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new  positions  which  corresponds  to  the  anticipated 
workload  for  1973-74.  The  total  bndget  for  the  De- 
partment of  Real  Estate  in  1973-74  is  down  slightly 
when  compared  to  1972-73  as  a  result  of  a  one-time 
expenditure  in  the  current  year  for  a  real  estate  edu- 
cation and  research  grant  to  the  University  of  Cali- 
fornia. 

The  1973-74  budget  for  the  Department  of  Savings 
and  Loan  provides  for  one  additional  legal  counsel 
and  a  supporting  stenographic  position  due  to  work- 
load increases  in  facilities  licensing  activities.  The 
budget  also  provides  increased  funds  to  facilitate  the 
examination  of  savings  and  loan  institutions  with  the 
aid  of  electronic  computer  programs. 

A  function  of  the  Department  of  Housing  and  Com- 
munity Development  is  to  regulate  the  construction  of 
mobilehomes    and    provide    primary    enforcement    of 


regulations  governing  the  construction  and  operation 
of  mobilehome  parks.  The  mobilehome  industry  has 
been  one  of  the  fastest  growing  industries  in  Cali- 
fornia and  the  nation.  Recent  studies  performed  by 
the  department  indicate  that  an  increased  enforce- 
ment effort  is  needed  to  keep  pace  with  this  expand- 
ing industry.  The  Department  of  Housing  and  Com- 
munity Development  budget  therefore  provides  for  27 
n?w  positions  in  the  current  year  and  an  additional 
18.5  positions  for  1973-74  to  meet  the  inspection  and 
enforcement,  workload.  The  cost  of  this  program  is  re- 
covered through  license  and  inspection  fees. 

The  Department  of  Alcoholic  Beverage  Control  is 
budgeted  at  the  same  program  level  as  provided  in 
1972-73.  Totals  have  been  increased  slightly  to  reflect 
price  changes  and  merit  salary  adjustments  for  em- 
ployees. 


TRANSPORTATION 

EXPENDITURES  AND   POSITIONS  SUMMARY 

Expenditures  Positions 

Department                                                                                  1972-73                     1973-74  Change                         1972-73                     1973-74                       Change 

Aeronautics  a $3.S41,463           83.454,068  -$387,395                         22.9                      24.9                    +2 

Department   of  Transportation -             5.00(1.000  +  5.000.000                             - 

Hishwav  Patrol  b 144.076,332         147.558,796  +  3.482.464                    8.020.1                 8.113.6                  4-93.5 

Motor  Vehicles  b 83.022.s52           85.782.101  +2.759.249                    6.647.1                 6,828.2                +181.1 

Office  of  Traffic  Safety 623.962                669,646  +45,684                         29.7                      29                         -0.7 

Office  of  Transportation  Planning 

and   Research   - 316.490                497.021  +180.531                         11                         21                      +10 

Public   Works  a  b   1.098.572.472         968.229,315  -130.343.157                  18,150.8               17,780                     -370.8 

Total $1,330,453,571    $1,211,190,947  -8119.262,624                  32,881.6               32.796.7                    -S4.9 

Department  of  Transportation  This  demand  for  greater  mobility  plus  other  fac- 
tors, such  as  increased  reliance  on  trucks  for  move- 

At  the  close  of  the  1972  legislative  session  the  Legis-  ment  of  goods!  has  causea  highway  needs  to  increase 

lature  passed  AB  69   (Chapter  1253/72)   which  con-  more  rapidlv  than  funds  for  construction  have  become 

sohdates   the    departments    of    Public    Works.    Aero-  available.   Despite  improvement   expenditures  of  ap- 

nautics.  and  the   Office  of  Transportation   Planning  proximately  $700  million  during  1971-72  by  the  De- 

and  Eesearch  into  a  new  Department  of  Transpor-  partment  of  Public  Works,  the  department's  estimate 

tation.    This   legislation,    which    is   effective    July    1.  of  improvements  needed  has  risen  from  $8,099,000,000 

1973,  also  provides  for  the  establishment  of  a  com-  last  year  t0  $9,377,000,000  at  present, 

prehensiye  multimodal  transportation  planning  proc-  In*  contrast  to  the  rising  needs,  revenues  have  de- 

ess  which  involves  all  levels  ot  government  and  the  v^i        i      -d                c      *i.      +  +    -u-  i 

,.     b                      j       ,  clmed  sharply.  Eevenues  for  the  state  highway  pro- 
private   sector   m   a   cooperative   process   to    develop  .      ,„ „                                                                „ 
coordinated    transportation   plans.    Due   to    the    late  Sram    in    19<3"'4    are    down   some    6    percent   from 
enactment  of  this  legislation,  in  relation  to  the  devel-  1972-73.  Lower  federal-aid  apportionments  and  repeal 
opment  of  the  1973-74  Governor's  Budget,  it  was  not  of  the  Motor  Vehicle  Transportation  License  Tax  are 
possible  to  include  a  detailed  expenditure  plan  in  this  the  primary  factors  causing  this  decline.  In  view  of 
budget  document.  This  budget,  however,  does  set  aside  the  tremendous  need  for  new  services  and  the  declin- 
$5,000,000   from  the    General   Fund  for   support    of  Jug  revenues,  the  department  has  placed  heavy  em- 
those  transportation  activities  authorized  in  AB  69  phasis  on  anaivsis  leading  to  the  development  of  a 
which   cannot   be   legally   supported   from   restricted  fmlding  ievel  mix  which  will  return  the  greatest  pos- 
highway  and  aeronautics  revenues.  Budget  details  for  -x.,       •  -, -,    £  ,.   .,                 ■      ,        fl, 
.,.         „      ,..            .,,  ,         ,     ...    -,        I-,!      -m-o  sible  yield  of  highway  service  benefits. 
this  expenditure  will  be  submitted  early  m  the  19/3  ,     .     ,,           ,     ,     ,_„„  „.                 ,     ,         ,        . 
„...■„  As  in  the  past,  the  19/3-/4  proposal  places  heaviest 

emphasis  on  providing  greater  mobility  through  the 

Department  of  Public  Works  New   Roadway    Construction    Program.    This    is    the 

...        ,    ^  ..„       .    ,             ,     .                 .             ,  area   where   needs   are   the   greatest.    Approximately 

Although  California  s  population  growth  rate  has  $563.0oo,000  of  the  total  $968,000,000  budgeted  for 

diminished  somewhat  from  previous  years,  the  need  ,„„„  „*.■,■,          „        ,  .                    V,       ^                *.   ^ 

for   additional  transportation   facilities   continues   to  19 '3-/4  will  go  for  tins  purpose.  Benefits  expected 

intensify.  The  public's  desire  for  greater  mobility  is  from  new  construction  projects  to  be  started  during 

reflected  in  the  trend  toward  more  vehicles  per  person  the  1973-74  roadway  program  include  an  estimated 

and  increased  motor  vehicle   usage   as   indicated  by  55  billion  vehicle  miles  of  improved  service,  560  lives 

fuel  consumption  trends.  saved,  17,500  injuries  prevented,  177  million  hours  of 

a  Includes  local  assistance, 
b  Includes:  capital  outlay. 
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time  saved  and  $79,000,000  in  savings  because  of  acci- 
dents prevented.  These  benefits  will  accrue  over  a 
period  of  20  years  which  is  the  estimated  life  span  of 
an  average  roadway  construction  project. 

Proposed  1973-74  expenditures  for  the  highway 
maintenance  program  total  $122,000,000,  up  approxi- 
mately $10,000,000  from  1972-73  and  $16,000,000 
from  1971-72.  Although  inventories  have  increased 
approximately  10  percent,  man-years  have  been  held 
almost  level  through  use  of  a  maintenance  manage- 
ment system.  The  main  reasons  for  the  increased  ex- 
penditures are  upward  salary  adjustments  and  other 
rises  in  the  cost  of  doing  maintenance  work. 

The  1973-74  safety  improvement  program,  which  is 
budgeted  at  $34,000,000,  is  expected  to  return  benefits 
including  4.180  accidents  prevented,  2,400  injuries 
prevented  and  100  lives  saved.  The  projects  which  are 
included  in  this  program  generally  return  safety 
savings  to  the  public  that  total  more  than  200  percent 
of  their  initial  cost. 

The  new  construction-toll  bridge  program  is  pro- 
posed at  $20.4  million,  up  $16  million  from  1972-73. 
The  reason  for  the  increase  is  the  passage  of  Chapter 
492,  Statutes  of  1972,  authorizing  reconstruction  of 
the  Dumbarton  Bridge.  The  new  structure  will  con- 
tribute to  greater  service  by  providing  two  additional 
traffic  lanes  plus  wider  shoulders  and  a  bicycle  path. 

Expenditures  proposed  for  the  1973-74  general  sup- 
port category  of  programs  total  $52,000,000.  The  de- 
partment's policy  is  to  finance  the  service  type  pro- 
grams included  in  this  category  at  the  lowest  levels 
which  will  provide  adequate  support  for  the  other 
programs. 

In  July  when  the  new  Department  of  Transporta- 
tion is  established,  the  state  highway  program  will 
become  a  part  of  that  department. 

Department  of  Aeronautics 

Pursuant  to  Chapter  1253,  Statutes  of  1972,  the 
Department  of  Aeronautics  will  be  incorporated  into 
the  new  Department  of  Transportation.  Consequently, 
when  the  budget  for  the  Department  of  Transporta- 
tion is  submitted  to  the  Legislature  it  will  contain 
slight  modifications  to  the  Department  of  Aeronautics 
budget  as  presented  here.  It  is  not  anticipated,  how- 
ever, that  there  will  be  major  changes  in  the  aeronau- 
tics programs  as  presently  constituted.  The  principal 
benefit  of  this  integration  into  the  Department  of 
Transportation  will  be  an  improvement  in  the  overall 
transportation  planning  process  and  the  recognition 
of  airport  needs  in  that  process. 

The  total  budget  for  the  aeronautics  program  for 
1973-74  will  be  approximately  $3.2  million  with  $2.8 
million  set  aside  for  airport  facilities  development 
and  construction. 

The  Office  of  Transportation  Planning  and  Research 

The  office  is  presently  directing  two  major  multi- 
modal transportation  studies  of  statewide  significance. 
The  1974  National  Transportation  Study  will  assist  in 
the  early  adoption  of  state  and  regional  transportation 
plans  as  well  as  aid  in  the  development  of  program 
recommendations    for    state    transportation    expendi- 


tures. The  study  will  produce  updated  and  refined 
short  and  long-range  transportation  plans  and  im- 
provement programs  for  1980  and  1990  and  will  pro- 
vide the  state  with  a  complete  picture  of  its  total 
transportation  system.  The  study  is  a  cooperative  ef- 
fort by  transportation  planning  bodies  at  all  levels 
of  government,  with  participation  by  transit  districts, 
cities,  counties,  state  departments  and  federal  agencies 
associated  with  transportation. 

The  second  transportation  study  which  the  office  is 
coordinating,  is  the  Sacramento-Stockton-San  Fran- 
cisco Bay  Area  Corridor  Study.  This  study,  given  a 
high  priority  by  the  Administration,  Legislature,  and 
U.S.  Department  of  Transportation,  will  analyze  the 
existing  problems  of  the  corridor;  identify  future 
years  travel  demands;  select,  transportation  alterna- 
tives to  serve  the  identified  demands,  perform  a  trade- 
off evaluation  of  the  alternatives  from  an  economic, 
social  and  environmental  point  of  view;  and  develop 
short-range  and  long-range  transportation  plans  for 
the  corridor.  It  will  take  approximately  two  years  to 
produce  the  plan. 

Funding  for  both  of  the  above  studies  will  be 
derived  from  the  federal  government,  state  depart- 
ments and  regional  planning  agencies.  It  is  expected 
that  both  of  these  studies  will  be  continued  by  the 
new  Department  of  Transportation. 

Office  of  Traffic  Safety 

The  Office  of  Traffic  Safety  provides  leadership, 
planning  and  guidance  to  achieve  a  coordinated  and 
effective  attack  on  the  problem  of  traffic  safety.  This 
office,  which  is  fully  reimbursed  from  federal  funds 
annually  updates  a  comprehensive  statewide  plan  to 
coordinate  the  activities  of  approximately  3100  public 
and  private  agencies  involved  in  traffic  safety.  The 
office  also  reviews  and  approves  the  National  Highway 
Safety  Act  project  grants  to  state,  local  and  private 
agencies  in  California.  These  grants  currently  total 
$6.7  million  per  year. 

The  overall  traffic  safety  program  in  California  is 
proving  to  be  effective.  Statistics  indicate  that  Cali- 
fornia's mileage  death  rate  is  showing  steady  improve- 
ment. Compared  to  the  national  average,  California 
not  only  has  fewer  deaths  for  each  100  million  vehicle 
miles  of  travel,  but  the  mileage  death  rate  is  decreas- 
ing more  rapidly  than  that  of  the  national  average. 
If  the  California  rate  equalled  the  national  rate,  Cali- 
fornia would  have  experienced  over  1,000  more  fatali- 
ties last  year. 

California's  favorable  traffic  safety  trend  as  indi- 
cated in  the  following  charts,  is  the  result  of:  (1)  in- 
creased freeway  construction  and  increased  miles  of 
travel  on  the  freeways,  with  a  corresponding  reduc- 
tion in  conventional  highway  (nonfreeway)  miles,  (2) 
increased  use  of  improved  median  barriers,  guard- 
rails, and  signs  and  lamp  posts  of  breakaway  design, 

(3)  increased  State  and  local  traffic  enforcement  (in- 
cluding increased  apprehension  of  drinking  drivers), 

(4)  use  of  safety  equipment  required  through  the 
Motor  Vehicle  Safety  Act  of  1966  (such  as  seat  belts, 
shoulder  harnesses,  collapsible  steering,  improved 
safety  glass  and  vehicle  body  construction,  (5)  driver 
improvement  programs,  and  (6)  educational  and  pub- 
lic information  efforts. 
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CUMULATIVE  PERCENTAGE  INCREASE  OVER  1962  BASE  YEAR  FOR  FATAL  AND  INJURY  VICTIMS 
MILES  TRAVELED  AND  CALIFORNIA  POPULATION 
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Department  of  ihe  California  Highway  Patrol 

The  Department  of  the  California  Highway  Patrol 
is  responsible  for  assuring  the  safe,  lawful,  rapid  and 
economical  use  of  the  state  highway  system.  To  meet 
this  responsibility,  a  support  budget  of  over  $144 
million  along  with  capital  outlay  of  $3.3  million  for 
1973-74  is  proposed.  Included  in  this  budget  are 
funds  for  the  manning  of  a  new  commercial  vehicle 
inspection  station  at  Conejo  and  for  an  additional 
shift  at  the  truck  weighing  station  at  Peralta.  Addi- 
tional positions  have  also  been  added  to  provide  radio 
dispatcher  services  for  the  expanding  Los  Angeles 
freeway  telephone  system.  Federal  funds  have  been 
included  for  a  one-year  pilot  program  that  will  pro- 
vide ambulance  service  in  remote  areas  by  assigning 
specially  equipped,  dual  purpose  vehicles  to  replace 
the  normal  patrol  in  these  areas. 

Pursuant  to  recommendations  contained  in  the 
California  Vehicle  Theft  Study  which  was  authorized 
by  the  Legislature  in  1970,  the  department's  vehicle 
theft  program  will  be  expanded.  This  study  recom- 
mended that  the  department  develop  a  program  to 
coordinate  and  assist  local  law  enforcement  agencies 
in  the  investigation  of  interjurisdictional  thefts,  in- 
spect revived  salvage  and  certain  nonresident  vehicles 
prior  to  their  registration  in  California,  inspect  cer- 
tain business  establishments  for  stolen  vehicles  and 
stolen  parts,  and  establish  a  vehicle  theft  information 
system  to  provide  information  for  other  agencies.  It 
is  anticipated  that  the  additional  costs  will  be  reim- 
bursed by  federal  funds. 

The  department's  capital  outlay  budget  includes 
funds  for  construction  of  new  field  office  facilities  at 
West  Valley,  Fairfield,  Ventura  and  El  Cajon.  Funds 
are  also  provided  to  acquire  a  site  for  a  new  field 
office  near  Interstate  5  in  western  Kern  County  and 
to  purchase  facilities  presently  being  leased  in  Bakers- 
field,  Oroville,  Quincy,  and  Ked  Bluff. 


Department  of  Motor  Vehicles 

It  is  estimated  that  the  Department  of  Motor  Ve- 
hicles will  register  and  collect  fees  on  15,884,000  ve- 
hicles and  maintain  the  records  on  13,339,000  out- 
standing drivers  licenses,  including  the  processing  of 
740,000  original  licenses  and  3,473,000  renewal  licenses 
during  the  budget  year.  These  major  workload  indi- 
cators reflect  an  estimated  4.2  percent  increase  in 
vehicle  registration  and  an  estimated  3.48  percent  in- 
crease in  drivers  licenses  outstanding  in  the  budget 
year  over  the  current  year.  The  total  number  of  small 
boats  registered  by  the  department  is  estimated  to  be 
434,000  in  the  budget  year,  an  increase  over  the  cur- 
rent year  of  0.7  percent. 

To  support  these  major  workload  changes,  the  man- 
year  estimates  for  the  current  year  and  budget  year 
have  been  developed  to  maintain  the  level  of  service 
authorized  in  the  1972-73  final  budget.  In  addition  to 
the  normal  workload  positions,  the  budget  provides 
additional  personnel  to : 

1.  Provide  for  administrative  hearings  when  re- 
quired before  seizure  and  lien  sale  of  a  vehicle  by  the 
department  for  nonpayment  of  license  fees ; 

2.  Improve  compliance  with  trailer  coach  registra- 
tion requirements ; 

3.  Instruct  applicants  for  dealers  and  dismantlers 
licenses  on  departmental  requirements;  and 

4.  Provide  increased  field  enforcement  to  prevent 
the  sale  of  stolen  automobiles  and  automobile  parts. 
The  net  personnel  increase  for  this  department  over 
the  current  year  is  181.1  man-years. 

In  the  capital  outlay  budget,  funds  are  included  for 
the  construction  of  new  Department  of  Motor  Vehicles 
field  offices  at  Chula  Vista,  Sacramento's  south  area, 
Costa  Mesa,  Merced,  Modesto,  and  Santa  Clara.  The 
budget  also  provides  money  for  the  acquisition  of  land 
for  new  offices  needed  to  provide  better  service  in  the 
communities  of  Oxnard,  Placerville,  the  north  metro- 
politan area  of  San  Diego,  and  San  Fernando. 
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These  programs  are  directly  concerned  with  pro- 
tecting, preserving,  enhancing  and  developing,  for  the 
benefit  of  all  Calif ornians,  the  state's  environmental 
wealth.  Programs  funded  by  the  state  range  from 
those  designed  to  attain  and  maintain  desirable  stand- 
ards of  air  and  water  purity,  to  forest  firefighting, 
flood  control,  water  development  and  the  creation  of 
recreational  opportunities. 

RESOURCES 


RESOURCES 


MILLIONS 

DISTRIBUTION 
EXPENDITURES 

OF  TOTAL  1973-74  PROPOSED 
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DISTRIBUTION  OF  TOTAL   1973-74  PROPOSED 
EXPENDITURES  BY  CHARACTER*  (in  millions) 


$218.5 


S+M 


J*\f. 


B 


*  All  funds  including  General  Fund,  special  funds, 
and  bond  funds. 


OTHER  $9.9 

AIR  RESOURCES  BOARD  $11.8 

NAVIGATION  AND  OCEAN  DEVELOPMENT  $12.3 

FISH  AND  GAME  $24.6 

WATER  RESOURCES  CONTROL  BOARD  $45.8 

PARKS  AND  RECREATION  $51.6 
G.         CONSERVATION  $52.7 
H.         WATER  RESOURCES  $218.5 


All  funds  including  General  Fund,  special  funds, 
and  bond  funds. 
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RESOURCES  AGENCY 

The  Kesources  Agency,  under  the  direction  of  the 
Resources  Secretary,  is  composed  of  the  Departments 
of  Water  Kesources,  Parks  and  Recreation,  Conserva- 
tion, Fish  and  Game,  Navigation  and  Ocean  Devel- 
opment, the  Air  Resources  Board,  the  State  Water 
Resources  Control  Board,  the  Reclamation  Board  and 
such  smaller  entities  as  the  San  Francisco  Bay  Con- 
servation and  Development  Commission,  the  Colorado 
River  Board,  and  the  Solid  Waste  Management  Board. 

A  brief  description  of  the  Resources  Agency  activi- 
ties follows : 

The  Secretaries  for  Resources  and  Business  and 
Transportation  are  responsible  for  developing  en- 
vironmental protection  plans  for  expenditure  of  the 
California  Environmental  Protection  Program  Funds 
which  are  derived  from  the  sale  of  personalized  motor 
vehicle  license  plates.  The  1973-74  budget  proposes 
the  expenditure  of  some  $2.1  million  for  environ- 
mental protection  programs. 

Department  of  Conservation 

The  department's  principal  goals  are  the  protec- 
tion, conservation,  and  development  of  California's 
natural  assets — its  forests  (both  commercial  timber 
and  wildland),  watersheds  and  rangelands,  its  mineral 
deposits,  and  its  soil  resources.  Protection  of  life, 
property  and  resource  values  from  fire  and  geologic 
hazards  is  stressed. 

The  Watershed  and  Fire  Protection  Program  is 
managed  by  the  Division  of  Forestry,  The  program's 
objective  is  to  protect  the  private  and  state-owned 
watershed  lands  from  fire,  insects,  disease  and  misuse 
by  man.  The  protection  of  forest,  brush  and  grass 
wildlands  from  long-term  damage  and  the  achieve- 
ment of  a  more  intensive  and  better  use  of  the  land 
and  water  resources  is  basic  to  the  continued  economic 
and  social  utilization  of  these  limited  natural  re- 
sources. 

The  Geologic  Hazards  and  Mineral  Resources  Con- 
servation Program  is  managed  by  the  Division  of 
Mines  and  Geology.  The  program  objective  is  to  con- 
duct geological  investigations  to  identify  and  provide 
timely  delineation  of  geological  hazards  and  to  iden- 
tify, delineate  and  assist  in  the  ultimate  utilization  of 
deposits  of  mineral  raw  materials,  both  onshore  and 
offshore,  consistent  with  wise  conservation  practices. 

The  Oil,  Gas,  and  Geothermal  Protection  Program 
is  managed  by  the  Division  of  Oil  and  Gas.  The  pro- 
gram objective  is  to  prevent  waste  or  damage  to  the 
immediate  environment  and  other  natural  resources, 
provide  for  greater  ultimate  recovery  of  oil,  gas,  and 
geothermal  resources,  and  prevent  contamination  of 
fresh  waters  penetrated  by  wells. 

The  Land  Conservation  Program  is  managed  by  the 
Division  of  Resource  Conservation.  The  program  ob- 
jective is  to  assist  local  governments  in  developing 
plans  for  conservation  of  soil  and  water  resources  and 
encourage  through  the  open  space  subvention  pro- 
gram, sufficient  open  space  for  the  economic  and  en- 
vironmental needs  of  Californians. 

The  department's  budget  contains  $52.7  million  in 
state  funds  for  these  programs  in  1973-74. 

During  the  1972  session  the  Legislature  enacted 
Chapter  800  which  created  the  Professional  Forester 


Examining  Committee.  The  law  provides  for  the  ex- 
amining, licensing  and  regulation  of  persons  who  are 
now  practicing  or  plan  to  practice  the  forestry  profes- 
sion. Fees  will  be  charged  to  fund  the  administration 
of  the  program. 

Chapter  1102,  Statutes  of  1972,  requires  that  writ- 
ten regulations  be  compiled  for  the  defining  of  geo- 
thermal resources  areas.  There  are  at  least  16  geo- 
thermal resources  areas  which  will  require  a  complete 
geological  review  covering  field  geology,  preparation 
of  maps,  compilation  of  existing  data,  etc. 

The  San  Fernando  earthquake  of  1971  created  an 
acute  public  awareness  of  the  catastrophic  potential 
of  strong  earth  motions.  In  response  to  this  aware- 
ness, the  Governor's  Earthquake  Council  was  created 
to  study  earthquake  phenoihena.  The  Division  of 
Mines  and  Geology  is  responsible  for  providing  tech- 
nical and  staff  assistance  to  this  council.  The  1973-74 
budget  includes  three  new  positions  to  handle  the  in- 
creased workload  related  to  this  program.  In  addition, 
$57,000  is  budgeted  to  fund  studies  and  investigations 
on  a  cooperative  basis  with  the  California  Institute  of 
Technology. 

Department  of  Fish  and  Game 

The  objective  of  the  Department  of  Fish  and  Game 
is  to  insure  the  perpetuation  and  enhancement  of  fish 
and  wildlife  for  the  present  and  future  use  and  enjoy- 
ment of  the  citizens  of  the  state.  In  1973-74,  the 
department  proposes  a  budget  of  $24.6  million  to  ac- 
complish this  objective.  The  department's  six  pro- 
grams include  enforcement  of  laws  and  regulations, 
wildlife,  inland  fisheries,  anadromous  fisheries,  marine 
resources,  and  environmental  services. 

The  enforcement  program  accounts  for  almost  one- 
third  of  the  department's  budget.  The  objective  of 
this  program  is  to  insure  that  the  Fish  and  Game 
Code  is  enforced  to  a  degree  that  will  provide  for  the 
maximum  sustained  yield,  utilization  and  enjoyment 
of  the  fish  and  wildlife  resources. 

The  wildlife  management  program  attempts  to  per- 
petuate and  conserve  wildlife  found  throughout  the 
state,  to  maintain  optimum  breeding  stock  of  our.  wild- 
life species  and  to  obtain  a  maximum  harvest  of  those 
game  species  that  have  an  open  hunting  season.  Over 
five  million  days  of  recreation  for  California  hunters 
are  provided  by  upland  game  species  alone. 

The  inland  fisheries  program  seeks  to  provide  diver- 
sified and  satisfactory  fishing  for  California  anglers 
while  insuring  the  perpetuation  of  the  state's  native 
fisheries.  Freshwater  fishing  in  California  currently 
sustains  about  18,000,000  angler-days  annually.  To 
supplement  natural  fish  production,  the  department 
operates  23  hatcheries  which  annually  produce  almost 
three  and  one-half  million  pounds  of  fish  for  stocking 
purposes. 

The  anadromous  fisheries  program  deals  with  the 
important  species  of  salmon,  steelhead,  striped  bass, 
shad  and  sturgeon.  These  resources  support  an  esti- 
mated three  million  angler-days  of  recreational  fish- 
ing annually,  while  the  commercial  catch  of  salmon 
averages  eight  million  pounds  annually. 

The  marine  resources  program  has  as  its  goal  to 
maintain  all  species  of  marine  fish  and  marine  wild- 
life for  their  intrinsic  and  ecological  values  as  well  as 
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for  their  direct  benefits  to  man.  California  now  pro- 
duces about  one-tenth  of  the  five  billion  pounds  of 
commercial  fishery  products  produced  by  the  United 
States.  Marine  sport  anglers  fish  more  than  six  million 
days  annually  and  land  over  29  million  pounds  of  fish 
in  California  in  addition  to  the  commercial  catch. 

The  program  of  Environmental  Services  involves 
the  review  and  study  of  federal,  state,  and  state- 
assisted  water  projects,  federal  highway  projects,  and 
statewide  water  quality  conditions  to  protect  and  aug- 
ment existing  fish  and  wildlife  resources. 

The  increase  in  the  Department  of  Fish  and  Game 
budget  is  financed  primarily  from  additional  revenues 
resulting  from  a  license  increase  enacted  at  the  1971 
legislative  session.  The  increases  in  this  budget  follow 
the  recommendations  made  to  the  public  and  to  the 
Legislature  at  the  time  the  license  increase  was  pro- 
posed. 

The  expenditure  of  $120,000  of  State  Duck  Stamp 
funds  is  also  included  in  this  budget.  These  funds  can 
be  used  only  for  the  purpose  of  protecting  and  propa- 
gating migratory  waterfowl  and  for  the  preservation 
of  wetlands,  of  which  at  least  80  percent  shall  be 
allocated  for  the  preservation  of  habitat  in  Canada. 
The  two  projects  in  this  budget  are  located  in  British 
Columbia  and  Alberta.  These  are  the  first  projects 
proposed  to  be  financed  from  the  State  Duck  Stamp 
account. 

Twelve  additional  law  enforcement  positions  are 
included  in  this  budget  to  bring  the  law  enforcement 
function  to  a  level  adequate  to  effectively  protect  the 
fish  and  wildlife  resources. 

Habitat  is  the  key  to  maintaining  fish  and  wildlife 
resources  in  the  State  of  California.  The  development 
that  continues  to.  take  place  in  California  has  a  tend- 
ency to  reduce  the  available  habitat  which  requires 
that  the  remaining  habitat  be  protected  and  utilized 
to  its  full  potential.  Additional  manpower  is  proposed 
for  field  positions  to  evaluate  and  develop  plans  for 
the  maximum  protection  and  utilization  of  available 
habitat. 

An  increase  in  the  expenditure  of  funds  is  proposed 
for  a  study  of  the  Trinity  River  system  to  evaluate 
ways  to  protect  and  enhance  the  anadromous  fisheries 
in  this  area. 

There  are  indications  that  the  popular  shad  sport 
fishery  is  declining.  Funds  are  proposed  in  this 
budget  to  determine  the  cause  of  such  decline  and  to 
propose  appropriate  corrective  action  to  maintain  this 
popular  sport  fishery. 

Department  of  Navigation  and  Ocean  Development 

The  Department  of  Navigation  and  Ocean  Develop- 
ment was  established  to  implement  state  and/or  fed- 
eral acts  related  to  ocean  and  coastal  zone  matters 
and  to  administer  the  state's  boating  safety  and  boat- 
ing facilities  development  programs. 

The  objectives  of  the  Department  of  Navigation  and 
Ocean  Development  are  to  develop  and  improve  the 
waterways  and  boating  facilities  of  the  state,  to  pro- 
mote safety  of  persons  and  property  connected  with 
the  operation  of  vessels  on  state  waters,  to  license 
yacht  and  ship  brokers  and  salesmen,  and  to  conduct 
a  beach  erosion  program-  in  cooperation  with  the  fed- 
eral government  and  agencies  of  local  government. 


The  boating  facilities  program  comprises  over  85 
percent  of  the  department's  budget.  Launching  facil- 
ity grants  are  proposed  at  San  Leandro  (Alameda 
County),  New  Hogan  Reservoir  (Calaveras  County), 
South  Lake  Tahoe  (El  Dorado.  County),  Lake  Isabella 
(Kern  County),  Eagle  Lake  (Lassen  County),  Lake 
Mendocino  (Mendocino  County),  Donner  Lake  (Ne- 
vada County),  Lake  Almanor  (Plumas  County), 
Skinner  Lake  (Riverside  County).  Garcia  Bend  and 
Miller  Park  (Sacramento  County)  and  Broderick 
(Yolo  County).  Small  craft  harbor  construction  loans 
are  planned  for  Emeryville  Marina  and  San  Leandro 
Marina  (Alameda  County),  Martinez  Marina  (Contra 
Costa  County),  Crescent  City  Harbor  (Del  Norte 
County),  Coyote  Point  Marina  and  Pillar  Point  Har- 
bor (San  Mateo  County),  Santa  Barbara  Harbor 
(Santa  Barbara  County),  and  Ventura  Harbor.  Cap- 
ital Outlay  projects  are  also  proposed  for  boat-in  facil- 
ities and  peninsula  campground  area  at  Folsom  Lake, 
boat-in  facilities  and  Enterprise  launching  facility  at 
Oroville  Lake,  boat-in  facilities  at  Perris  Reservoir, 
San  Luis  Reservoir,  and  a  prototype  submerged  break- 
water. 

The  boating  safety  and  regulation  program  pro- 
motes uniform  enforcement  by  proposing  to  provide 
financial  aid  to  29  counties  and  the  Department  of 
Parks  and  Recreation  for  boating  law  enforcement. 
Although  boating  accidents  are  decreasing  on  a  per 
capita  basis,  education  of  the  boating  public  on  safe 
boating  practices  continues  through  the  development 
and  continuous  dissemination' of  boating  safety  litera- 
ture, boating  safety  research,  and  the  coordination  of 
the  state's  safety  and  regulation  program  with  or- 
ganizations concerned  with  boating  safety  and  en- 
forcement and  by  providing  support  for  these  organi- 
zations. 

The  beach  erosion  control  program  proposes 
$159,000  to  fund  the  Las  Tunas  State  Beach  Erosion 
Control  Project  in  Los  Angeles  County. 

The  department  is  also  preparing  the  Marine  Trans- 
port Terminal  and  Navigation  Plan  to  be  used  in  the 
State  Transportation  Plan  to  set  forth  priorities  for 
projects  to  insure  that  California's  marine  transport 
system  is  both  effective  and  economically  judicious 
and  to  cooperate  with  the  federal  government  and 
initiate  independent  studies  to  enhance  marine  safety. 

Department  of  Parks  and  Recreation 

The  Department  of  Parks  and  Recreation  budget 
provides  for  gross  expenditures  of  $57  million  in 
1973-74.  Net  expenditures  are  $51.6  million  after  de- 
ductions of  Federal  Land  and  Water  Conservation 
funds  and  reimbursements. 

Principal  objectives  of  the  department  include: 
.  1.  To  secure  and  preserve  elements  of  the  state's 
outstanding   landscape,    cultural   and   historical   fea- 
tures. 

2.  To  provide  for  the  meaningful  and  constructive 
use  of  people's  uncommitted  time. 

3.  To  help  people  understand  and  appreciate, 
through  an  interpretive  program,  the  state's  cultural, 
historic  and  natural  heritage. 

4.  To  maintain  and  where  necessary  improve  the 
quality  of  California's  environment. 

5.  To  maintain  a  statewide  recreation  plan  that  in- 
cludes a  continuing  analysis  of  the  state's  need  for 
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recreational  areas  and  facilities,  and  a  recommenda- 
tion of  the  levels  of  public  and  private  responses  for 
meeting  this  need. 

6.  To  encourage  all  levels  of  government  and  pri- 
vate enterprise  throughout  the  state  to  participate, 
whenever  feasible,  in  the  development  and  operation 
of  recreational  facilities. 

The  major  activity  of  the  Department  of  Parks  and 
Recreation  is  the  development  and  operation  of  the 
state  park  system.  It  is  anticipated  that  over  43  mil- 
lion people  will  visit  these  facilities  in  1973-74. 

In  1973-74  the  department  continues  the  planning 
and  development  of  recreation  facilities  at  state 
water  projects  and  the  acquisition,  planning  and 
development  of  beach  and  park  units.  The  former  is 
funded  by  the  Recreation  and  Fish  and  Wildlife  En- 
hancement Fund  in  which  the  department  assumed 
the  responsibility  for  a  $54  million  recreation  devel- 
opment program  at  state  water  projects.  The  latter  is 
authorized  by  the  enactment  of  Chapter  1,  Statutes 
of  1971,  First  Extraordinary  Session  which  created 
the  Bagley  Conservation  Fund. 

In  1973-74,  $829,661  is  proposed  for  workload  in- 
creases tied  to  operation  of  the  state  park  system.  The 
largest  single  items  in  this  category  provide  additional 
staffing  and  operating  expenses  at  Seacliff  State 
Beach,  San  Onofre  State  Beach  and  the  Santa  Cruz 
Mountains  Area. 

The  1973-74  capital  outlay  budget  for  the  depart- 
ment proposes  expenditures  in  excess  of  $28.1  million. 
Over  $10.1  million  is  proposed  from  the  Bagley  Con- 
servation Fund  and  approximately  $9.8  million  from 
the  Recreation  and  Fish  and  Wildlife  Enhancement 
Fund.  Some  of  the  major  areas  proposed  for  develop- 
ment in  1973-74  include  Bolsa  Chica  State  Beach, 
Perris  Reservoir,  San  Onofre  State  Beach  and  Silver- 
wrood  Lake  State  Recreation  Area. 

Department  of  Water  Resources 

The  primary  objective  of  the  1973-74  expenditure 
program  of  the  Department  of  Water  Resources  con- 
tinues to  be  maximum  beneficial  use  of  California's 
water  resource  consistent  with  a  public  concern  for 
the  environment. 

In  addition  to  the  on-going  studies  of  alternative 
sources  of  water  supplies  a  new  study  entitled  "More 
Effective  Use  of  Water"  is  proposed  in  1973-74  at 
$112,000. 

The  department  has  increased  to  $594,000  the 
amount  for  identification  of  ground  water  resources. 
This  is  a  34  percent  increase  over  the  1972-73  ex- 
penditure level. 

In  order  to  accommodate  all  of  the  above-mentioned 
increases,  reductions  have  been  made  in  the  collection 
of  surface  water  data  and  in  general  planning  for 
surface  water  development. 

The  construction  of  the  initial  phase  of  the  State 
Water  Project  will  be  essentially  completed  by  July 
1973.  These  are  the  facilities  required  for  initial  water 
deliveries  throughout  the  system ;  the  Feather  River 
area,  the  San  Francisco  Bay  area,  and  the  Sacramento 
and  San  Joaquin  Valleys  in  northern.  California  to 
Castaie  Lake  and  Lake  Perris  in  southern  California. 


It  is  anticipated  that  the  high  level  of  public  in- 
terest in  project  facilities  for  recreation  and  visitation 
will  continue  to  increase,  particularly  in  the  southern 
California  areas  as  the  project  becomes  fully  opera- 
tional. 

The  department  will  continue  to  administer  the 
Public  Safety  and  Prevention  of  Damage  program 
which  contributes  the  state's  share  of  approved  flood 
control  projects  constructed  by  the  federal  govern- 
ment by  reimbursing  local  agencies  for  acquiring 
lands,  easements,  and  rights-of-way  for  these  author- 
ized flood  control  projects.  As  part  of  the  same  pro- 
gram, the  department  will  continue  to  meet  its  statu- 
tory responsibilities  for  the  safety  of  dams  within  the 
state. 

State  Water  Resources  Control  Board 

The  State  Water  Resources  Control  Board  is 
charged  with  the  function  of  determining  the  rights  to 
the  use  of  water,  so  that  the  limited  water  resources 
of  the  state  are  wisely  used  and,  with  the  nine  regional 
water  quality  control  boards,  to  provide  coordinated 
statewide  control  of  water  quality.  The  three  major 
programs  of  the  board  are  water  quality  control,  plan- 
ning and  research  and  water  rights. 

The  1973-74  proposed  support  expenditures  total 
almost  $10  million,  with  an  additional  $36  million 
from  the  State  Clean  Water  Fund  to  be  paid  to  local 
communities  to  help  them  construct  waste  water  treat- 
ment facilities. 

The  objective  of  the  water  quality  control  program 
is  to  end  water  pollution  and  to  maintain  the  highest 
possible  water  quality.  To  work  toward  this  objective 
the  board  must  formulate  water  quality  control  poli- 
cies, establish  and  review  waste  discharge  require- 
ments, perform  surveillance  and  enforcement  activi- 
ties, review  applications  for  federal  grants  and  state 
financial  assistance  for  construction  of  waste  treat- 
ment facilities  and  provide  coordination  and  technical 
advice  on  water  quality  matters. 

The  planning  and  research  program  provides  com- 
prehensive long-range  planning  to  better  manage  the 
quality  of  the  state's  water.  The  data  and  information 
provided  by  this  program  is  needed  to  solve  the  in- 
creasingly complex  problems  of  wafer  quality  manage- 
ment. It  includes  the  development  of  basin  plans,  the 
coordination  of  research  and  technological  data,  con- 
duct specific  studies  and  investigations,  prepare  and 
implement  a  statewide  water  quality  monitoring  in- 
formation storage  and  retrieval  system. 

The  objective  of  the  water  rights  program  is  to  ob- 
tain the  greatest  beneficial  use  of  the  waters  of  the 
state.  It  prevents  waste  or  unreasonable  use  of  water 
by  administering  the  appropriation  laws,  also  gives  as- 
sistance to  the  courts  in  determination  of  water  rights 
adjudications  and  maintains  a  record  of  water  diver- 
sions and  use  throughout  the  state. 

The  passage  of  the  Porter-Cologne  Water  Quality 
Control  Act,  Clean  Water  Bond  Law  of  1970,  and  the 
greatly  increased  interest  and  activities  of  all  levels 
of  government,  in  addition  to  citizen  groups,  have 
greatly  expanded  the  tasks  and  workload  of  the  board. 
The  Porter-Cologne  Water  Quality  Control  Act,  which 
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became  operative  on  January  1,  1970,  was  the  first 
major  overhaul  of  the  state's  water  quality  control 
law  in  20  years  and  is  regarded  as  the  toughest  water 
quality  control  act  in  the  nation. 

The  Clean  Water  Bond  Law  of  1970  provided  $250 
million  of  state  money  as  part  of  a  one-billion-dollar 
federal-state-local  program  to  construct  new  or  im- 
proved wastewater  treatment  and  disposal  facilities  in 
California  over  a  five-year  period.  The  board  has  the 
responsibility  for  administering  this  program. 

Air  Resources  Board 

The  Air  Eesources  Board  forms  a  close  partnership 
with  the  local  air  pollution  control  districts  to  control 
air  pollution  in  California.  The  board  controls  motor 
vehicle  emissions  on  a  statewide  basis  and  coordinates 
the  state  and  local  programs  to  control  stationary 
sources  of  emissions. 

California  has  turned  the  corner  on  vehicle  pollu- 
tion; however,  more  work  is  needed  if  the  objective 
of  restoring  air  quality  is  to  be  met,  particularly  with 
the  increase  in  car  population  anticipated  by  1980. 
In  1973-74,  the  board  will  be  monitoring  the  actual 
emissions  of  every  car  coming  off  the  assembly  line 
for  compliance  with  present  standards,  with  costs  to 
be  reimbursed  from  automobile  manufacturers,  and 
will  be  evaluating  more  stringent  standards  for  the 
future. 

As  the  trend  of  motor  vehicle  pollution  declines,  the 
pollution  from  industrial  emissions  and  other  nonve- 
hicular  sources  take  on  greater  importance.  The  con- 
trol of  these  sources  lies  primarily  with  the  local  air 
pollution  control  districts,  with  the  board  having  ap- 
proval jurisdiction  over  their  plans  for  implementing 


the  controls.  Therefore,  effective  local  programs  are 
important  to  the  partnership  to  achieve  clean  air. 
However,  many  counties  have  inadequate  tax  bases 
for  operation  of  effective  local  programs.  Thus,  $4.6 
million  was  provided  under  Chapter  1016,  Statutes 
of  1972  to  be  used  as  local  assistance  on  a  matching 
fund  basis.  This  budget  includes  a  like  amount  for  the 
same  purpose  in  1973-74. 

The  air  pollution  problem  remains  complex,  and 
certainly  not  everything  is  known  about  its  composi- 
tion. Hence,  a  research  program  must  continue  to 
study  motor  vehicle  related  problems,  and  also  to  con- 
centrate on  stationary  source  pollution  as  this  becomes 
more  important  in  the  total  pollution  picture. 

This  budget  provides  $11.8  million  for  support  of 
the  air  pollution  control  activities  of  the  board,  in- 
cluding funds  for  both  continued  research  into  the 
causes  of  air  pollution  and  assistance  to  local  air  pol- 
lution control  districts. 

Solid  Wasie  Management  Board 

Chapter  342,  Statutes  of  1972  created  the  State 
Solid  Waste  Management  Board.  The  basic  responsi- 
bility of  the  board  is  to  establish  and  maintain  a 
comprehensive  state  solid  waste  management  and  re- 
source recovery  policy,  the  objective  of  which  will  be 
to  manage  solid  wastes  in  this  state  so  as  to  protect  the 
public  health,  safety,  and  well-being,  to  preserve  the 
environment,  and  to  provide  for  the  maximum  reutili- 
zation  and  conversion  to  other  uses  of  the  resources 
contained  therein. 

The  1973-74  budget  proposes  $315,000  for  the  sup- 
port of  the  board. 
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Kesponsible  for  the  areas  of  health,  manpower,  cor- 
rections and  welfare,  the  Health  and  Welfare  Agency 
provides  the  basic  "people"  services  of  the  state. 

Fiscal  year  1973-74  will  see  the  expenditure  of  an 
estimated  $6.6  billion  for  these  services  in  combined 
state,  federal  and  county  funds.  The  continuing 
emphasis  of  all  the  agency  programs  will  be  toward 
placing  these  services  under  local  control  within 
guidelines  established  by  the  respective  departments. 

This  year,  too,  will  see  the  formation  of  the  new 
Department  of  Health,  bringing  together  the  opera- 
tions of  the  Departments  of  Public  Health,  Health 
Care  Services  and  Mental  Hygiene.  Under  this  reor- 
ganization many  services  traditionally  fragmented 
among  departments  will  be  brought  together  into  a 
cohesive  effort  which  will  benefit  taxpayers  in  both 
quality  of  service  and  reduced  expenditures. 

Two  new  units  are  also  included  in  the  Health  and 
Welfare  Agency  operational  plans  for  1973-74.  They 
are  the  Office  of  Educational  Liaison,  dedicated  to  the 
planning,  development  and  coordination  of  programs 
related  to  child  development  and  educational  activi- 
ties, and  the  Consolidated  Data  Center  which  will 
provide  centralized  information  for  all  departments 
within  the  agency  and  eliminate  existing  systems 
overlap  and  duplication. 


HEALTH 

TABLE   1 
AND  WELFARE   EXPENDITL 
1973-74  (Thousands) 

Total  All  Funds 
(including  federal  and  local) 

IRE   DOL 

Total 
Dollars 

$2,501,424 

1,323,472 

225,492 

2,534,009 

LAR 

Program   Areas 

Health 

Manpower   

Correctional 

Social    Welfare 

State  Operations         Local  Assistance 
Dollars      Percent        Dollars      Percent 
$95,872         5.8     $2,405,552       48.5 

1,320,472       80.9               3.000         0.1 

197,548       12.1             27,944         0.6 

19,123          1.2        2,514,886        50.8 

Percent 

37.9 

20.2 

3.5 

38.4 

Totals 
HEALTH 

$1,633,015     100.0     $4,951,382     100.0 

TABLE   II 
AND  WELFARE   EXPENDITL 
1973-74  (Thousands) 
General  Fund 

$6,584,397 
IRE  DOL 

Total 
Dollars 

$1,132,687 

24.222 

211,152 

817,169 

100.0 
LAR 

Program   Areas 
Health 

Manpower , 

Correctional 

Social    Welfare- 

State  Operations         Local  Assis 

Dollars      Percent        Dollars 

$57,558        21.0     $1,075,129 

21,222          7.7                3,000 

183,208       67.0            27,944 

11,635         4.3          805,534 

tance 

Percent 

56.2 

0.2 

1.5 

42.1 

100.0 

Percent 

51.8 

1.2 

9.6 

37.4 

Totals  

$273,623     100.0     $1,911,607 

$2,185,230 

100.0 

HEALTH  PROGRAMS 
Department  of  Health 

The  Health  and  Welfare  Agency  will  consolidate 
three  major  state  departments — Public  Health,  Men- 
tal Hygiene,  and  Health  Care  Services — as  well  as 
certain  related  health  and  service  programs  in  the 
Departments  of  Social  Welfare  and  Consumer  Affairs 
into  a  single  Department  of  Health  by  July  1,  1973. 
This  consolidation  will  bring  the  major  elements  of  all 
state  health  and  services  programs  into  one  organiza- 
tion. The  department  will  organize  along  four  basic 
program  groups  and  utilize  and  improve  the  methods 
and  techniques  in  these  program  areas  for  ensuring 
statewide  quality  health  care.  These  program  groups 
are:  (1)  health  treatment;  (2)  health  financing;  (3) 
health  protection;  and,  (4)  health  quality. 

Consolidation  of  the  various  state  health  programs 
into  one  department  will  provide  both  greater  effec- 
tiveness in  delivery  of  health  programs  to  the  citizens 
of  California  and  economy  in  staffing  and  operating 
the  various  programs.  Consolidation  of  the  major 
state  health  programs  into  the  Department  of  Health 
and  the  subsequent  review  of  all  programs  will  result 
in  savings  in  state  funds  through  a  departmentwide 
reduction  of  600  positions  during  the  1973-74  fiscal 
year.  In  the  subsequent  year,  it  is  estimated  that  an 
additional  400  positions  can  be  eliminated  after  addi- 
tional duplicate  efforts  are  identified  and  depart- 
mental administration  is  further  streamlined. 

The  consolidation  will  provide  specific  program  im- 
provements such  as  increased  control  over  health  qual- 
ity through  effective  standard  setting,  evaluation,  and 
planning.  The  long-sought  goal  of  coordinating  licens- 
ing and  certification  will  be  met  through  the  single 
Department  of  Health.  Comprehensive  information  on 
licensing,  certification  for  publicly  funded  health  pro- 
grams, and  practices  of  all  providers  of  health  care 
services  will  ensure  coordinated  government  action. 

A  high  level  of  health  quality  for  both  privately 
and  publicly  funded  health  programs  will  be  focused 
on  by :  (1)  standard  setting  and  review  of  health  care 
providers;  (2)  inspections  of  institutional  health  pro- 
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viders  prior  to  approving  applications  for  licensing 
or  certification  in  publicly  funded  programs;  (3) 
manpower  licensing  of  professional  practitioners ;  and, 
(4)  surveillance  of  all  health  care  providers  not  only 
through  review  of  applications  for  licensing  and 
certification,  but  also  through  improved  methods  of 
detection  and  investigation  of  institutions  and  prac- 
titioners for  misconduct,  delivery  of  substandard 
quality  of  care,  or  fraud  of  publicly  funded  programs. 

Consolidation  will  also  bring  the  two  major  state 
financed  health  programs  together.  The  Health  Fi- 
nancing Systems  of  the  Department  of  Health  will 
administer  both  the  Medi-Cal  program  and  the  Crip- 
pled Children's  Services  program.  The  latter  main- 
tains casefinding  mechanisms  to  identify  children  with 
handicapping  conditions  and  to  assure  quality  medical 
and  related  services  to  correct  or  ameliorate  such 
handicaps.  These  programs  form  the  nucleus  of  the 
state  financed  health  care  delivery  system. 

Adoption  and  protective  social  services  are  being 
transferred  into  the  Department  of  Health  from  the 
Department  of  Social  "Welfare.  These  programs  which 
safeguard  the  young  and  the  aged  will  be  closely 
coordinated  with  related  health  programs  and  with 
the  broader  licensing  activities. 

Treatment  of  the  mentally  disordered  will  continue 
to  be  a  shared  responsibility  between  the  State  and 
Community  Mental  Health  Programs.  However,  the 
community  programs  have  shown  great  flexibility  and 
are  able  to  employ  effective  alternatives  to  full-time 
hospitalization  in  state  facilities.  The  significant  trend 
toward  local  programs  will  continue.  Since  their  in- 
ception, community  programs  have  reduced  patient 
populations  in  the  state  hospitals.  Concurrently, 
agreements  were  made  with  local  programs  to  transfer 
amounts  from  state  hospital  funds  to  local  programs 
for  each  patient-day  not  used  in  state  hospitals.  This 
transfer  of  funds  consequently  enables  improvement 
in  the  local  mental  health  programs. 

In  the  Department  of  Health  Medi-Cal  program, 
emphasis  will  be  to  seek  alternatives  to  the  traditional 
fee-for-service  system  as  the  sole  method  for  the  de- 
livery of  health  care.  Eecently,  several  contracts  have 
been  arranged  with  groups  of  qualified  providers  to 
deliver  health  services  to  Medi-Cal  beneficiaries  on 
a  prepaid  basis.  In  this  system,  the  Prepaid  Health 
Plan  (PHP)  is  paid  a  fixed  monthly  premium  per 
capita  for  providing  health  care  services  to  enrollees. 
The  Prepaid  Health  Plan  must  provide  physician, 
hospital  outpatient,  laboratory,  and  X-ray  services, 
prescription  drugs  and  hospital  inpatient  care.  These 
services  are  provided  at  a  monthly  premium  less  than 
the  average  monthly  cost  for  a  beneficiary  under  the 
fee-for-service  system. 

The  PHP  is  an  innovative  system  for  the  delivery 
of  health  care  services,  and  it  allows  periodic  review 
by  management  staff  to  assure  that  quality  of  health 
care  is  maintained.  Under  the  PHPs,  the  state  is  re- 
moved from  maintaining  a  pre-delivery  contract  sys- 
tem and  instead  can  concentrate  on  assuring  that 
quality  care  is  delivered. 

Establishment  of  a  Department  of  Health  is  not 
a  panacea  for  all  the  state's  problems  related  to 
health.  It  will,  however,  improve  substantially  the 
ability  to  meet  and  attempt  to  solve  these  problems. 
It  will  permit  a  more  effective  job  of  evaluating  total 


health  needs  and  to  develop  programs  to  meet  them. 
It  will  stimulate  the  setting  of  goals  and  priorities 
and  the  rational  allocation  of  resources.  It  will  provide 
an  organization  capable  of  assuming  leadership  in 
such  areas  as  health  manpower  and  comprehensive 
health  planning.  It  will  permit  the  consolidation  or 
coordination  of  programs  that  are  now  fragmented. 
It  will  enable  the  fixing  of  responsibility  and  account- 
ability for  program  results.  It  will  foster  the  coordina- 
tion of  health  and  social  services  at  both  the  state  and 
local  level,  with  a  consequent  improvement  in  service 
to  the  public.  And,  it  will  provide  an  atmosphere  that 
encourages  innovation  in  such  fields  as  the  health  care 
delivery  system. 

The  state  has  a  vital  role  to  play  in  meeting  the 
health  needs  of  the  people  of  California.  Creation  of 
the  Department  of  Health  is  an  essential  step  in  the 
state's  effort  to  fulfill  this  role. 

Office  of  Special  Services: 

Three  major  areas  of  social-medical  concern,  alco- 
holism, narcotics  and  drug  abuse  and  developmental 
disabilities,  are  the  responsibility  of  the  Office  of  Spe- 
cial Services.  Because  each  is  a  priority  program  in 
its  own,  the  entire  prevention/treatment  system  is 
included  in  this  particular  unit  of  the  Health  and 
Welfare  Agency. 

Alcoholism  Program 

The  Office  of  Alcohol  Program  Management  has 
primary  responsibility  and  authority  for  planning, 
establishing,  and  conducting  programs  for  the  pre- 
vention, treatment  and  rehabilitation  of  alcoholics  in 
California.  The  office  will  provide  consultation  and 
assistance  to  county  alcoholism  agencies,  review  and 
approve  county  alcoholism  plans,  and  conduct  site 
visits  to  review  and  monitor  the  quality  and  effective- 
ness of  the  comprehensive  alcoholism  programs. 

This  office  will  establish  a  program  for  the  State  of 
California  that  will  merge  the  existing  fragmented, 
uncoordinated,  and  duplicative  alcoholism  programs 
into  a  comprehensive,  integrated  delivery  system  for 
the  prevention  of  alcoholism  and  for  the  treatment 
and  rehabilitation  of  alcoholics. 

Information  on  alcoholism  is  provided  to  the  gen- 
eral public  through  the  dissemination  of  pamphlets, 
bimonthly  newsletter,  articles,  films  and  other  ma- 
terials. In  addition,  financial  support  of  public  infor- 
mation and  consultation  services  will  be  provided  to 
public  and  private  agencies  working  in  county  alco- 
holism programs.  The  Office  of  Alcohol  Program  Man- 
agement has  contracted  with  the  Department  of  Edu- 
cation to  develop  state  guidelines  for  alcohol  education 
and  teacher  training  and  to  provide  consultation  and 
training  to  local  school  districts.  In  addition,  consulta- 
tion services  will  be  provided  to  private  industry  and 
to  federal,  state  and  local  public  agencies  to  develop 
early  detection  and  referral  programs  for  alcoholic 
employees. 

In  order  to  develop  a  single  comprehensive  state- 
wide alcoholism  program,  the  existing  Short-Doyle, 
state  hospital,  and  MeAteer  alcoholism  programs  will 
be  merged  into  a  single  community  alcoholism  pro- 
gram in  accordance  with  the  comprehensive  county 
alcoholism  plans  developed  pursuant  to  the  California 
State  Plan  for  Alcoholism.   The  statewide  program 
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for  treatment  and  rehabilitation  will  continue  the 
development  of  comprehensive  community  based  alco- 
holism programs  with  emphasis  on  the  development 
and  support  of  nonhospital  alternatives  to,  institu- 
tional care. 

Narcotics  and  Drug  Abuse  Program 

Every  sociomedical  indicator  points  to  the  serious- 
ness of  the  drug  abuse  problem  in  California.  Arrests, 
deaths  from  drug  overdosing,  growing  waiting  lists 
for  treatment  and  drug  use  surveys  all  indicate  the 
problem  is  increasing. 

Communities  throughout  the  state  have  instituted 
programs  to  combat  drug  abuse,  but  with  varying 
degrees  of  success.  The  truly  successful  program  is 
the  exception.  In  the  majority  of  cases,  funding  is 
not  the  cause  of  failure.  Rather,  it  is  the  lack  of  tech- 
nical skills  and  workable  strategies  which  mark  the 
difference  between  success  and  failure.  The  State  Of- 
fice of  Narcotics  and  Drug  Abuse  will,  in  the  1973-74 
fiscal  year,  promote  more  effective  drug  abuse  preven- 
tion and  treatment  programs  in  ail  communities 
through  the  coordination  of  state  and  local  resources. 
This  effort  will  include  the  establishment  of  a  central 
information  resource  center  to  provide  consultation 
and  technical  assistance  to  community  efforts  in  pro- 
gram development,  operation  and  evaluation.  The 
resource  center  will  also  maintain  statistical  data  on 
all  aspects  of  the  drug  abuse  problem  throughout  the 
state  and  act  as  a  clearinghouse  for  information  on 
success-failure  in  all  programs.  Existing  state-operated 
and  supported  programs  will  be  monitored  to  evalu- 


ate their  effectiveness  both  in  cost  and  social  result. 
Program  needs  will  be  assessed  and  plans  will  be  de- 
veloped to  carry  out  program  objectives  at  the  state, 
regional  and  local  levels. 

Developmental  Disabilities  Programs 

In  1972,  the  State  Office  of  Developmental  Disa- 
bilities was  formed.  This  action  broadened  the  scope 
and  responsibility  of  the  former  Office  of  Mental  Re- 
tardation Coordination  in  the  all-inclusive  recognition 
of  developmental  disabilities  among  Californians. 

The  office  combines  into  a  single  operation  the  state 
hospital  programs,  protective  living  services  and  re- 
gional center  operations  which  will  be  located  in  the 
Department  of  Health  beginning  July,  1973.  The  em- 
phasis of  all  programs  developed  within  the  Office 
will  be  to  reduce  the  incidence  of  developmental  disa- 
bility and  increase  the-  self-sufficiency  of  clients.  An 
increased  portion  of  federal  aid  provided  through  the 
Developmental  Disabilities  Act  will  be  used  to  fund 
high  priority  community-based  projects  in  the  areas 
of  prevention  and  training. 

A  new  regional  center  for  the  developmentally  dis- 
abled is  to  be  provided  in  south  central  Los  Angeles. 
It  will  be  the  15th  such  center  established  since  19G5. 
In  addition,  continued  financial  and  increased  tech- 
nical assistance  will  be  extended  to  the  13  statewide 
area  planning  boards  and  the  state  developmental 
disabilities  planning  and  advisory  council.  The  entire 
program  of  services  will  be  evaluated  as  mandated  by 
the  Lanterman  Act  of  1969. 


TYPE  OF  PROGRAM  PROVIDED 
IN  PERCENT  OF  TOTAL  PATIENT  POPULATION 

FOR  MENTALLY  RETARDED  PATIENTS  IN  CALIFORNIA  STATE  HOSPITALS  ON  JUNE  30, 1972 
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MANPOWER  PROGRAMS 

Department  of  Human  Resources  Development 

California  has  the  largest  labor  force  of  any  State 
in  the  nation.  To  better  serve  this  vital  labor  force  and 
the  state's  employers,  the  Department  of  Human  Re- 
sources Development,  the  state  agencj-  charged  with 
providing  manpower  services,  is  undergoing  reorgani- 
zation. The  reorganization  will  consolidate  into  one 
organizational  structure  a  number  of  special  pro- 
grams. It  will  provide  needed  flexibility  to  programs 
consonant  with  changing  labor  market  conditions  that 
will  maximize  placement  of  people  in  jobs.  Service  to 
all  segments  making  up  the  labor  force,  including  pro- 
fessionals, engineers,  scientists,  technicians,  skilled 
blue  collar  and  clerical  workers,  veterans,  older 
workers,  youth,  minorities,  and  the  disadvantaged,  will 
be  improved. 

By  serving  the  total  community,  the  department 
will  assist  employers  in  filling  job  vacancies,  the  job 
ready  in  finding  employment,  welfare  recipients  in  be- 
coming self-sufficient,  and  the  economically  disadvan- 
taged and  unemployed  in  becoming  employable  and 
obtaining  jobs.  The  emphasis  of  the  new  organization 
is  demonstrated  by  the  fact  that  the  department  has 
set  for  itself  a  minimum  goal  of  430.000  nonagricul- 
tural  job  placements  for  fiscal  year  1973.  a  35  percent 
increase  over  fiscal  year  1972  accomplishments. 

The  California  Employables  Program  and  Commun- 
ity Work  Experience  Program  (CWEP),  along  with 
the  Work  Incentive  Program  (WIN)  are  being  co- 
ordinated to  provide  a  unified  system  of  employment, 
manpower  services  and  training  for  welfare  recipients. 
Contracts  are  being  negotiated  between  the  Depart- 
ment of  Human  Resources  Development  (HRD)  and 
County  Welfare  Departments.  County  Social  Service 
workers  will  be  housed  within  the  Department  of 
Human  Resources  Development  and  be  able  to  provide 
employability  self -supportive  services  and  to  share  in 
placement  and  job  development  activities  with 
Human  Resources  Development  staff.  The  purpose  of 
the  CWEP  project  is  to  provide  a  system  by  which 
potentially  employable  AFDC  recipients,  for  whom 
employment  is  not  immediately  available,  will  need  to 
accept  special  work  assignments  with  governmental 
and  private  non-profit  non-sectarian  charitable  organi- 
zations as  a  condition  of  continued  eligibility  for  wel- 
fare. It  is  anticipated  that  participants  will  be  better 
able  to  compete  for  jobs  after  the  work  experience  as- 
signment. 

The  total  of  all  program  costs  in  the  Department  of 
Human  Resources  Development  will  increase  from 
$1,213  million  to  $1,251  million.  The  increase  is  due  to 
a  projected  increase  in  disability  insurance  benefit 
payments  and  expansion  of  the  Commission  on  Aging 
and  the  Work  Incentive  Program.  All  other  program 
areas  have  been  budgeted  at  prior  year  workload  levels 
or  lower. 

The  California  Commission  on  Aging,  with  its  aug- 
mented staff,  will  provide  more  effective  coordination 
and  evaluation  of  federal  grants  for  aging  activities 
designed  to  reach  the  aged  population  through  indi- 
vidual community  programs.  Expansion  of  the  nutri- 
tion program  for  the  elderly  by  implementation  of 
Public  Law  92-258  is  provided. 


The  Office  of  Economic  Opportunity  will  provide, 
on  request,  technical  assistance  to  community  action 
agencies  in  all  phases  of  their  program  development, 
administration,  and  operation.  Emphasis  will  also  be 
placed  on  innovative  research,  pilot,  and  demonstra- 
tion programs  for  the  purpose  of  establishing  new  ap- 
proaches to  the  antipoverty  efforts. 


ECONOMIC  DATA 
AVERAGE  CIVILIAN  LABOR  FORCE 

FY  197! 

|       8638.000 

FY  1973 

|       8.776.000 

FY  1974 

[      S  932  OK' 

AVERAGE  CIVILIAN  EMPLOYMENT 

FY  1972 

|       308S300 

FY  1973 

|       8273000 

FY  1974 

|        8463.000 

AVERAGE  EMPLOYMENT  COVERED  UNDER  UNEMPLOYMENT  INSURANC 

FY  1972 

|        5442000 

FY  1973 

|       5.788.000 

FY  1974 

|       5952.000 

AVERAGE  WEEKLY  UNEMPLOYMENT 

FY  1972 

[~~  550  OOP 

FY  1973 

|       503.000 

FY  1974 

|       469.000 

UNEMPLOYMENT  RATE 
UNADJUSTED  %  OF  CIVILIAN  LABOR  FORCE 

FY  1972 

|      6  37% 

FY  1973 

|       5  73% 

FY  1974 

|       5.2S1 

Department  of  Rehabilitation 

Rehabilitation  personnel  serving  the  mentally  ill 
and  mentally  retarded  at  the  state  hospitals  through 
cooperative  programs  are  being  reassigned  to  areas 
where  they  can  provide  rehabilitation  services  to 
patients  in  their  home  communities  where  they  can 
be  most  effective.  This  change  in  location  of  services 
will  entail -changes  in  the  staffing  pattern,  but  will 
not  change  budget  requirements.  It  is  estimated  that 
1,000  mentally  ill  persons  will  be  rehabilitated  in 
1973,  compared  to  899  rehabilitations  in  1972  when 
most  of  the  clients  being  served  were  patients  in  the 
state  hospitals.  An  additional  60  mentally  retarded 
clients  will,  be  rehabilitated. 

The  Public  Offender  Program  which  provides  reha- 
bilitation services  to  parolees  has  undergone  a  change 
of  emphasis  which  will  continue  through  1973-74. 
Priority  is  being  placed  upon  serving  those  with  phys- 
ical or  mental  impairments  rather  than  with  a  sole 
diagnosis  of  behavior  disorders.  The  Disability  De- 
termination Program  will  have  its  budget  expanded 
by  $1,254,816  in  1973-74.  This  expansion  is  based  upon 
the  expected  increase  in  applications  for  disability 
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benefits  under  the  Social  Security  Program.  It  is  es- 
timated that  the  Trust  Fund  Program  which  provides 
rehabilitation  services  to  beneficiaries  under  the  So- 
cial Security  disabilities  program  will  rehabilitate 
1,300  clients,  many  of  whom  are  classified  as  severely 
disabled. 

Rehabilitation  services  to  disabled  welfare  recipients 
were  expanded  in  December  1971,  and  will  be  in  the 
fully  developed  stage  in  1973-74.  The  California  Wel- 
fare Reform  Act  made  possible  the  provisions  of 
matching  funds  to  be  provided  to  the  State  Personnel 


Board  through  the  Department  of  Social  Welfare.  It 
is  estimated  that  2,550  welfare  recipients  will  be  reha- 
bilitated through  this  expanded  service  resulting  in 
an  annual  savings  of  $6,000,000. 

The  Alcoholism  Rehabilitation  Program  will  be 
transferred  to  the  Office  of  Special  Services,  Health 
and  Welfare  Agency,  on  July  1,  1973.  The  Depart- 
ment of  Rehabilitation  will  contract  with  the  Office 
of  Special  Services  for  vocational  rehabilitation  serv- 
ices to  alcoholics. 
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Cat  Job  Executive  Law  Board 

This  program  encourages  and  assists  the  private 
sector  in  the  establishment  of  regional  job  develop- 
ment corporations  which  provide  financial  assistance^ 
to  small  businesses  which  cannot  obtain  loans  through 
normal  channels.  The  executive  board  contracts  with 
consultants  to  provide  management  and  technical  as- 
sistance to  these  small  businesses.  Since  its  creation  in 
1968,  218  loans  totaling  $8.8  million  have  been  ap- 
proved. This  program  has  created  or  retained  over 
2,000  jobs  for  persons  from  economically  disadvan- 
taged communities. 

CORRECTIONAL  PROGRAMS 

These  programs  are  performed  through  the  Depart- 
ment of  Corrections  and  the  Department  of  the  Youth 
Authority. 


Department  of  Corrections 

From  1968  through  1972,  the  department  has  ex- 
perienced a  decline  in  population  of  more  than  8,000 
inmates.  The  population  appears  to  have  stabilized 
and  is  not  expected  to  continue  to  decline  through 
1973-74.  Conversely,  during  the  same  period,  parole 
population  has  experienced  a  continued  growth  with 
stabilization  expected  in  1972-73  and  1973-74. 

The  reduction  in  institutional  population  has  per- 
mitted the  department  to  close  portions  of  facilities 
in  prior  years.  In  this  budget  year,  720  beds  will  be 
deactivated  by  reducing  the  California  Conservation 
Center  at  Susanville  to  the  status  of  a  conservation 
camp  and  transferring  the  female  nonfelon  addicts 
to  California  Institution  for  Women  from  the  Patton 
State  Hospital  Branch. 

Because  Reception  Guidance  Centers  are  continu- 
ally overcrowded,  making  it  increasingly  difficult  to 
meet  the  processing  workload  of  newly  committed 
persons  and  presentence  diagnostic  cases,  it  is  pro- 
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posed  to  increase  the  reception  center  capacity  by  400 
beds  in  1973-74  by  activating  the  Youth  Authority's 
unoccupied  Older  Boy's  Exception  Center  at  Chino 
as  a  Department  of  Corrections  Reception  Guidance 
Center. 

The  proportion  of  inmates  with  assaultive  and  es- 
cape tendencies  and  convictions  for  violent  crimes  is 
increasing.  To  reduce  the  number  of  escapes  and  pro- 
vide for  greater  inmate  and  employee  safety  and 
security,  a  significant  portion  of  the  resources  of  the 
department  were  redirected  in  1972-73  to  provide  ad- 
ditional positions  for  the  most  critical  areas  with  re- 
ductions of  positions  where  housing  units  could  be 
closed. 

The  need  to  provide  special  maximum  security 
housing  for  several  hundred  inmates  whose  behavior, 
escape  proneness,  violence  potential  and/or  militancy 
pose  a  genuine  threat  to  staff  and  other  inmates  will 
be  met  by  two  replacement  facilities,  each  planned  for 
400  inmates.  With  safety  and  security  of  staff,  in- 
mates and  protection  of  the  general  public  as  basic 
concepts,  the  design  and  program  of  these  two  units 
will  include  varied  treatment  and  activities  which  will 
provide  a  "way  out"  for  those  inmates  to  return  to 
an  institution's  mainline  population  and  eventually 
to  the  free  community. 

Today's  parole  system  also  supervises  a  more  anti- 
social, violence-prone,  and  emotionally  disturbed  of- 
fender than  ever  before,  prompting  a  need  for  ex- 
panded treatment  in  the  community.  The  Adult  Au- 
thority, by  resolution  adopted  July  1,  1972,  is  dis- 
charging trouble-free  parolees  after  one  year  on  parole 
in  the  community.  This  actually  increases  workload 
because  the  difficult  cases  remain  under  the  same  su- 


pervision ratio  of  one  parole  agent  to  68  parolees. 
The  1973-74  budget  provides  for  reducing  the  felon 
case  load  from  68  to  50  parolees  for  each  parole 
agent  in  an  effort  to  provide  increased  public  protec- 
tion. 

Dollar  expenditures  by  the  department  reflect  the 
foregoing  changes  in  1973-74.  Security  costs  and  pa- 
role and  community  services  are  slightly  higher  than 
the  previous  years.  The  expenditures  for  the  various 
departmental  functions  are  shown  in  the  accompany- 
ing chart. 

THE  CORRECTIONAL  DOLLAR 

Percent  Expenditures  (Gross) 

Expenditures 
Function  (Millions)  Percent' 

Reception  and  Release : 

Reception  and  Diagnosis $1.8  1.2 

Releasing    Authorities    1.3  0.9 

Institution  Operations: 

Security    48.6  33.3 

Inmate    Support   30  20.7 

Treatment 14.5  10 

Inmate    Employment    3.9  2.7 

Industrial     Operations     (Correctional     In- 
dustries Revolving  Fund)   10.4  7.1 

Inmate  Benefits  (Inmate  Welfare  Fund) __  3.4  2.3 

Work  Furlough 0.3  0.2 

Short-term  Treatment 0.1  0.1 

Institution    Operations — Administration   _  6.8  4.7 

Community  Operations: 

Supervision-Case  Services 15.3  10.5 

Community  Correctional  Centers 1.1  0.8 

Psychiatric  Outpatient   Services 0.7  0.5 

Special  Narcotic  Services 0.5  0.3 

Administration    0.9  0.6 

Special  Items  of  Expense  : 

Transportation  of  Prisoners 0.2  0.1 

Returning  Fugitives  from  Justice 0.6  0.4 

Court  Costs  and  County  Charges 1.1  0.8 

Departmental   Administration    3.5  2.4 

Totals   $145  100 

1  Will  not  add  due  to  rounding. 


MALE  FELON  POPULATIONS 
INSTITUTION  AND  PAROLE 

June  30,  1962  through  June  30,  1974 
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Department  of  the  Youth  Authority 

Youth  Authority  parole  and  institution  population 
is  projected  for  a  slight  decrease  in  1973-74.  The  Pro- 
bation Subsidy  Program  will  be  increased  by  approxi- 
mately $2.6  million  to  a  level  of  $23,742,000  in  the 
budget  year.  This  local  assistance  program,  which 
emphasizes  local  supervision  and  treatment  of  offend- 
ers on  probation,  is  one  of  the  reasons  for  the  decline 
in  the  commitment  rates  of  offenders  to  the  Depart- 
ment of  the  Youth  Authority  and  the  Department  of 
Corrections. 

One  result  of  the  drop  in  commitment  rates  to  the 
department  is  a  decrease  in  the  requirement  for  bed 
capacity  in  existing  facilities.  This  decline,  coupled 
with  the  implementation  of  the  Increased  Parole  Ef- 
fectiveness Program  (IPEP),  has  enabled  the  depart- 


ment to  close  the  Fricot  Ranch  School  and  the  Paso 
Robles  School.  Continued  decline  in  commitment  rates 
will  allow  the  department  to  close  the  Los  Guilucos 
School  by  the  end  of  the  1972-73  fiscal  year. 

As  shown  in  the  following  chart,  approximately 
two-thirds  of  the  Youth  Authority  expenditure  dollar 
provides  rehabilitative  services  and  security  for  wards 
committed  to  the  department.  Approximately  one- 
third  of  the  remaining  Youth  Authority  expenditure 
dollar  provides  financial  assistance  to  local  jurisdic- 
tions for  such  programs  as  special  probation  super- 
vision, county  camps,  ranches  and  homes,  and  de- 
linquency prevention  projects.  The  1973-74  budget 
includes  additional  staff  for  improved  security  and 
funds  for  the  Ward  Pay- Work  Program. 
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SOCIAL  WELFARE  PROGRAMS 
Department  of  Social  Welfare 

This  department  is  entering  a  period  which  will 
continue  to  reflect  a  number  of  major  changes  to  its 
traditional  role  in  state  government.  As  a  result  of  the 
enactment  of  the  Governor's  Reorganization  Plan  No. 
1,  all  programs  and  activities  relating  to  the  delivery 
of  social  services  are  being  transferred  to  the  newly 
formed  Department  of  Health  as  of  July  1,  1973.  The 


only  exception  is  the  Homemaker  Services  Program 
which  will  not  be  transferred  until  sometime  in  fiscal 
year  1973-74.  The  basis  for  this  delay  is  the  transi- 
tional period  wherein  the  Attendant  Care  Program  is 
being  phased  out  and  the  Homemaker  Services  Pro- 
gram fully  implemented.  The  final  scheduled  date  for 
conversion  to  the  Homemaker  Services  Program  is 
April  1,  1974. 

In    addition,    recently    enacted    federal    legislation 
(HR-1)  will  result  in  substantial  changes  to  existing 
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Adult  Aid  Prop-rams  (OAS,  AB  and  ATD)  effective 
January  1,  1974.  This  act  will  require  a  complete  re- 
view of  current  state  laws  and  regulations  and  numer- 
ous changes  to  them.  For  this  reason,  this  budget 
presentation  does  not  reflect  the  impact  of  HR-1  or 
the  limits  to  social  services  imposed  bv  Federal  legis- 
lation HR-14370. 

During  the  past  year,  the  department  has  continued 
the  successful  implementation  of  the  "Governor's 
"Welfare  Reform  Program"  (March  1971 ) ,  through 
both  administrative  reforms  and  the  enactment  of 
Chapter  578,  Statutes  of  1971  (SB  796).  Since  this 
reform  plan  was  initiated,  there  has  been  a  decrease  of 
nearl3r  2o0,0()0  persons  in  the  welfare  rolls  of  Cali- 
fornia. Total  expenditures  for  the  categorical  aids, 
which  had  increased  by  $284  million  in  1969-70  and 
$330  million  in  1970-71,  slowed  to  an  increase  of  $183 
million  in  1971-72;  while  in  1972-73,  for  the  first 
time  in  nearly  30  years,  expenditures  are  estimated 
to  be  below  the  previous  year's  level  by  $11  million. 
At  the  same  time,  maximum  grants  to  needy  AFDC 
families  were  increased  by  about  27  percent.  These  ac- 
complishments have  been  the  result  of  the  efforts  of 
the  department  in  implementing  the  Governor's  Wel- 
fare Reform  Program  including  welfare  reform  legis- 
lation intended  to  limit  eligibility  to  the  truly  needy, 
while  at  the  same  time  increasing  assistance  levels, 
coupled  with  realignment  of  the  department  directed 
toward  improved  fiscal  management  capability. 


Efforts  of  the  department  during  1973-74  will  focus 
on  (I)  increasing  state  management  of  the  welfare 
payment  system  by  improving  the  ability  to  monitor 
and  provide  counties  with  feedback  on  disclosed  prob- 
lem areas;  and  (2)  the  implementation  of  changes 
mandated  by  federal  legislation  in  the  fields  of  social 
services  and  amendments  to  the  Social  Security  Act. 

California  Hospital  Commission 

Although  the  Commission  is  not  a  statutory  part  of 
the  Health  and  Welfare  Agency  it  is  included  here 
because  of  the  close  relationship  it  bears  to  the  pro- 
gram activities  of  this  agency. 

The  California  Hospital  Commission  was  created  in 
1972  to  develop  and  implement  a  uniform  accounting 
and  reporting  system  for  California  hospitals  to  per- 
mit evaluation  of  rates  and  charges  for  medical  serv- 
ices. Commission  members  have  been  appointed,  an 
executive  director  hired,  and  14  positions  have  been 
established.  Additionally,  the  commission  has  been 
designated  to  review  requests  for  exceptions  to  price 
limitations  for  hospitals  and  nursing  homes  in  con- 
nection with  the  President's  Economic  Stabilization 
Program. 

The  major  activities  of  the  commission  during 
1972-73  and  1973-74  are  to  evaluate  various  hospital 
accounting  systems,  develop  proposed  regulations  and 
evaluate  requests  for  exception  to  federal  price  limita- 
tions. 
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Since  World  War  II  one  of  the  great  problems 
facing  California's  educational  systems  has  been  that 
of  responding  to  unprecedented  pressures  to  accom- 
modate many  more  students.  The  number  of  high 
school  graduates  has  increased  sixfold  since  1945,  and 
the  proportion  of  these  students  who  go  on  to  college 
is  extremely  high  by  national  standards.  Public  school 
enrollments  have  tripled  and  colleges  and  universities 
have  grown  even  more  rapidly.  While  much  of  this 
expanded  enrollment  has  been  a  result  of  population 
growth  and  influx,  a  good  part  of  it  has  been  due  to 
the  technical  and  professional  levels  of  education 
which  an  individual  must  possess  in  order  to  work 
and  to  live  well  in  a  dynamic,  modern  society. 

Throughout  this  period,  the  issue  of  qualitative 
growth  has  been  clearly  in  the  minds  of  the  edu- 
cational community.  Improvements  in  the  teaching  of 
traditional  subjects  have  been  accompanied  by  the 
introduction  of  new  services  to  students  and  even  new 
disciplines  in  higher  education.  But  qualitative  values 
and  quantitative  growth  have  had  to  compete  for 
scarce  budgetary  resources.  Today,  the  leveling  off  of 
enrollments  presents  a  unique  opportunity  to  focus 
attention  more  directly  on  qualitative  factors. 

How  can  the  state,  through  its  budget  process,  assist 
education  to  meet  the  challenges,  fulfill  the  responsi- 
bilities, and  live  up  to  the  expectations  of  the  general 
public?  This  budget  outlines  the  financial  resources 
proposed  to  help  education  rise  to  the  occasion.  Be- 
tween 1966-67  and  1973-74  these  resources  have  in- 
creased substantially.  State  general  fund  budgets  for 
all  of  education,  excluding  capital  outlay,  will  in- 
crease by  100  percent  during  this  period.  By  educa- 
tional levels,  support  for  elementary  and  secondary 
education  will  increase  by  93  percent;  community 
college  funding  by  204  percent;  State  Scholarship  and 
Loan  Commission  programs  by  720  percent,  and  the 
rest  of  higher  education  by  98  percent. 

If  budgetary  support  could  by  itself  assure  that 
educational  systems  would  me«t  expectations  of 
quality,  the  budgeting  task  would  be  far  less  compli- 
cated. But  no  such  assurance  is  possible.  This  budget 
allocates  the  resources  needed  to  advance  education's 
mission,  but  forthright  advances  are  unlikely  to  be 
realized  if  the  increased  resources  are  used  solely  to 


provide  more  of  the  same.  The  funds  must  be  em- 
ployed imaginatively  and  responsively  to  meet  emerg- 
ing and  unresolved  problems.  Old  and  new  programs 
alike  must  face  the  test  of  producing  tangible  results 
which  are  expected  by  the  taxpayers;  and  behind  the 
taxpayers'  dollars  is  the  call  for  accountability. 

Measures  of  educational  effectiveness  should  be  de- 
vised and  employed  in  regard  to  all  phases  of  the 
educational  spectrum — not  just  at  points  of  termina- 
tion . .  .  and  not  just  as  required  by  the  state  testing 
program.  Education  must  accustom  itself  to  the  con- 
stant reevaluation  of  its  goals,  the  continuous  reassess- 
ment of  pupil  progress  toward  those  goals,  and  the 
regular  revitalization  of  its  programs.  If  education 
will  adopt  such  self-directing  practices  it  will  not 
become  complacent  with  the  siafus  quo;  it  will  be 
dynamically  responsive  to  changing  needs;  it  will  be 
accountable ;  it  will  be  supported  appropriately  both 
financially  and  enthusiastically;  and,  most  impor- 
tantly, it  will  be  of  maximum  benefit  to  each  of  the 
4.6  million  students  in  attendance  in  public  elemen- 
tary and  high  schools  and  the  almost  one  million  full- 
time  students  at  the  postseeondary  level. 

ELEMENTARY  AND  SECONDARY  EDUCATION 

Normally,  youngsters  in  California  devote  13  years 
of  their  lives  in  kindergarten,  elementary  and  second- 
ary classrooms  learning  by  listening,  reading,  discuss- 
ing and  sharing  with  teachers  and  classmates.  When 
they  graduate  from  high  school,  over  one-fourth  of 
their  normal  lifespans  will  have  passed.  Its  great  to 
be  young;  still,  most  of  the  best  years,  the  most  pro- 
ductive years,  the  happiest  years  should  be  ahead — 
particularly  if  our  schools  have  served  students  well. 
For,  when  they  graduate,  they  expect  and  are  ex- 
pected to  have  acquired  the  skills,  understandings  and 
attitudes  which  will  help  them  to  continue  to  grow  to 
the  benefit  of  society  and  themselves. 

Redirection   Through  Leadership  and  Innovation 

Daring  1973-74,  the  General  Fund  of  the  State  of 
California  will  contribute  $2.2  billion  in  State  Opera- 
tions and  Local  Assistance  toward  the  financing  of  all 
K-12  public  education  programs  for  4.6  million  chil- 
dren  and   young   people.   This   is   the   single   largest 
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amount  ever  contributed  by  the  state  for  the  support 
of  our  schools,  and  increases  by  one-third  the  1972-73 
level  of  funding. 

The  State  of  California  has  made  significant  prog- 
ress in  anticipating  the  needs  of  our  elementary  and 
secondary  schools  for  1973-74.  The  people  can  take 
considerable  pride  in  the  following  highlights  of  re- 
cent accomplishments: 

— The  Early  Childhood  Education  Act  provides  the 
mechanisms  and  the  incentives  for  public  schools 
to  restructure  and  revitalize  primary  education 
in  California. 

— Provisions  in  the  Early  Childhood  Education  Act 
and  in  the  major  school  finance/tax  reform  meas- 
ure (SB  90)  guarantee  additional  support  to  dis- 
advantaged pupils  not  served  through  federal 
compensatory  education  entitlements. 

—The  Children's  Centers  Bill  (AB  99)  consolidates 
authority  and  responsibility  for  all  child  care, 
children  center  and  preschool  programs  in  the 
Department  of  Education,  and  promotes  better 
coordination  of  their  related  resources  and  pro- 
grams. 

— The  state  testing  program  will  be  redesigned  to 
make  it  more  useful  to  decisionmakers  at  the 
school,  district  and  state  levels.  A  "matrix-sam- 
pling" approach  which  should  be  more  economical 
in  terms  of  teacher-student  time  and  dollars  will 
be  used  to  measure  the  effectiveness  of  instruc- 
tional programs  in  relation  to  the  educational  ob- 
jectives of  California 's  schools  and  the  content  of 
our  instructional  materials  rather  than  in  relation 
to  generalized  "national  norms." 

— The  efforts  of  the  State  Superintendent  of  Public 
Instruction  to  reorganize  the  Department  of  Edu- 
cation have  been  supported  in  the  anticipation 
of  that  agency  becoming  more  pupil-oriented  and 
providing  more  direct  functional  assistance  and 
leadership  to  school  districts. 

■ — State  provisions  for  supplying  instructional  ma- 
terials have  been  modified  significantly  to  pro- 
mote long-range  planning,  greater  options  at  the 
local  level,  and  more  frequent  updating  of  ma- 
terials in  use. 

— Bilingual  education  programs  are  to  be  expanded 
through  special  legislation  (AB  2284)  for  pupils 
with  no  or  limited  English  speaking  abilities. 

— Ten  pilot  programs  in  Indian  Education  have 
been  authorized  (SB  1258)  for  rural  school  dis- 
tricts having  concentrations  of  Indian  pupils. 

■ — Development  centers  for  severely  handicapped 
youngsters  will  be  expanded  through  projected 
use  of  $3.3  million  from  the  federal  government 
and  a  continuing  $5  million  in  state  funds  to 
serve  1  000  more  children  than  the  1,950  served 
in  1972-73. 

— Year-round  school  operations  have  been  expanded 
to  16  school  districts  with  47  schools  operating  on 
a  year-round  basis  during  1972-73.  Means  are 
being  explored  to  assist  more  districts  to  restruc- 
ture the  educational  cycle  along  such  lines. 

— Income  tax  credit  is  to  be  provided  low-income 
families  for  the  cost  of  educating  pupils  in  non- 
public elementary  and  secondary  schools.  These 
schools    have    been    facing    increasing    financial 


hardship  in  recent  years;  this  provision  should 

help   them   survive   and  continue  to  relieve   our 

public  schools  by  educating  about  400,000  pupils 

per  year. 

These  changes  present  significant  opportunities  to 

our    educators    and    our    educational    agencies.    They 

should  assist  in  the  improvement  of  the  effectiveness 

of    our    schools.    Ultimate    impact    must    be    assessed 

thoroughly  and  reported  to  all  who  are  interested  in 

and/or  responsible  for  program  continuance  or  for 

further  funding.  But,  it  also  should  be  appreciated 

that  these  measures  are  not  offered  as  the  final  answers 

to  our  educational  problems. 

Below  is  a  display  of  the  sizable  growth  in  funding 
— more  than  $555  million — in  the  budget  year  for 
both  elementary  and  secondary  education.  This  dra- 
matic increase  is  primarily  related  to  enactment  of  the 
school  finance,  tax  reform  measure  (SB  90)  and  to 
augmented  funding  by  the  state  to  local  districts 
through  apportionments. 

Expenditures  for  Elementary  and  Secondary  Education 

General    Fund 
(In  Thousands) 

STATE  OPERATIONS 

Actual  Estimated  Estimated 

1971-72  1972-73  1973-74 
Educational  Commission  of 

the  States 24  24  24 

Department   of   Education.-            15,330  19,755  20,658 

State  Teachers'  Retirements              1,288  -a  -a 

Totals,  Support. 

Education    16.642  19,779  20,682 

LOCAL  ASSISTANCE 
Apportionments  for  public 

schools   (K-12)    $1,299,719    $1,398,085    $1,944,849 

Compensatory  education  ___  10,838            10,518  10,670 

Children's   centers 10,250            11,094  10,961 

Free  textbooks 17,339           13,012  24,334 

Grants  to  teachers  of  physi- 
cally  handicapped    minors  146                150  - 

Vocational  education 550                550  550 

Assistance  to  public 

libraries  800                800  800 

Special  elementarv  school 

reading  instruction  b 17.S85           18,900  18,800 

Project   SEED 500 

Loans   to  school  districts___  -199               -200  -148 

Bilingual-bieultural  program  142  142 

Indian  education   program 100  400 

Instructional  television 567                 604  604 

Teachers   retirement   20,000       135,000c  135,000c 

Debt   service 53,434            55,082  52,702 

Totals,   Local  Assistance.    $1,431,329    $1,644,337    $2,199,664 

Totals.  State  Operations 

and   Local   Assistance    $1,447,971    $1,664,116    $2,220,346 

a  Chapter  1305,  Statutes  of  1971,  provides  that  the  administra- 
tive support  costs  of  the  Teachers'  Retirement  System  will 
be  funded  from  the  Teachers'  Retirement  Fund  beginning 
in  1972-73. 

b  Includes  $500,000  in  1972-73  and  $400,000  in  1973-74  for 
Project   SHARE. 

c  Chapter  1305.  Statutes  of  1971,  begins  to  place  the  Teachers' 
Retirement   System  on   a   reserve   funded   basis. 

The  Superintendent  of  Public  Instruction  and  the 
State  Board  of  Education  will  strive  to  employ  their 
resources  in  ways  to  reinforce  Calif ornians'  belief  in 
their  educational  system  by  continuing  to  restructure 
the  Department  of  Education  and  statewide  programs 
in  response  to  changing  needs  and  demands. 

The  reorganization  of  the  Department  of  Education 
is  of  paramount  interest.  The  department  will  be  to- 
tally restructured  in  1973-74  after  two  years  of  plan- 
ning so  that  it  may  redirect  its  resources  and  services 
to  provide  leadership  to  1,067  school  districts,  ranging 
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from  large  metropolitan  agencies  serving  thousnnds  of 
students  to  the  few  remaining  one-room  schoolhouses. 
These  1,067  diverse  districts  are  relatively  independ- 
ent, yet  each  is  a  part  of  a  total  statewide  system  of 
schools;  each  has  a  responsibility  to  provide  and  re- 
spond to  leadership.  The  Department  of  Education 
must  be  organized  flexibly  and  functionally  if  it  is  to 
provide  such  leadership  for  these  varied  units  in  the 
field. 

Several  major  priorities  and  opportunities  of  the 
department  were  mentioned  briefly  previously;  but 
numerous  other  major  activities  must  be  pursued  as 
means  to  improve  programs  which  promote  pupil 
achievement  in  basic  skill  subjects  such  as  reading 
and  mathematics,  and  which  satisfy  other  develop- 
mental needs  of  our  youth.  Some  of  these  additional 
major  activities  are  related  to  curriculum  planning:, 
career  or  occupational  education,  drug  prevention, 
teacher  evaluation,  urban  and  conservation  education, 
counseling  and  guidance  services,  professional  devel- 
opment of  existing  staff — teachers  and  administrators, 
and  better  utilization  of  new  and  developing  educa- 
tional technologies. 

One  of  the  more  promising  activities  to  be  empha- 
sized during  1973-74  is  the  year-round  school.  Tradi- 
tionally, public  elementary  and  secondary  schools 
have  offered  regular  nine-month  programs.  Many  dis- 
tricts also  have  offered  voluntary  summer  programs 
for  remedial  or  enrichment  purposes.  But,  under 
1971  legislation,  opportunities  became  available  for 
districts  to  explore  and  test  regular  year-round  oper- 
ations. Several  districts  have  embarked  upon  such 
year-round  programs  and  more  will  test  them  during 
1973-74.  Some  of  the  possible  benefits  such  programs 
TABLE   1 
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might  provide  relate  to  reductions  in  learning  losses 
rssoeinted  with  prolonged  summer  vacations;  reduced 
school  facility  needs;  accelerated  pupil  progress;  the 
more  even  impact  of  school  vacations  on  government, 
business  and  industry;  and  the  possible  enhanced  im- 
pact of  such  programs  on  California's  great  tourist 
and  leisure  time  industry. 

Local  Assistance 

The  Department  of  Education  provides  our  1,067 
school  districts  with  professional  guidance  and  assist- 
ance. In  financial  support  $1,945  million  from  the 
state's  General  Fund  is  to  be  provided  through  school 
apportionments  to  our  public  elementary  and  secon- 
dary schools  during  1973-74.  The  1973-74  apportion- 
ments provide  for  an  improved  equalization  of  educa- 
tional support  in  our  public  schools.  Table  1  displays 
the  higher  foundation  program  levels  per  ADA  sup- 
ported by  the  state  through  apportionments  as  a  re- 
sult of  the  recently  enacted  SB  90.  During  1972-73, 
the  state  will  contribute  approximately  33  percent  of 
the  total  support  of  our  schools  provided  by  local  dis- 
tricts and  the  General  Fund.  As  a  result  of  SB  90, 
the  state's  share  of  the  cost  of  education  for  kinder- 
garten through  twelfth  grade  should  equal  about  40 
percent  in  1973-74.  These  increases  will  be  accom- 
panied by  major  reforms  in  the  tax  structure  to  sup- 
port our  schools.  Reliance  on  the  traditional,  property 
tax  which  home  owners  have  struggled  to  control  for 
years  has  been  reduced  and  many  special  purpose, 
permissive  override  taxes  have  been  eliminated. 

Changes  in  state  support  for  schools  will  vary  in 
each  community  according  to  districts'  assessed  val- 
ues. Table  2  indicates  the  new  and  old  levels  of  state 
expenditures  per  ADA  student. 

California's  preschool  education  and  child  care  pro- 
grams are  provided  to  meet  the  special  educational 
needs  of  disadvantaged  children  or  provide  child  care 
services  for  children  of  low-income  parents  who  either 
work  or  desire  to  participate  in  job-training  pro- 
grams. A  variety  of  such  programs  are  supported 
from  federal  and/or  state  resources.  In  the  past,  dif- 
ferent types  of  programs  were  administered  by  differ- 
ent state  agencies.  Under  such  conditions,  coordina- 
tion of  effort  and  the  efficient  use  of  resources  was 
unduly  complicated  or  thwarted.  The  Child  Develop- 
ment Act  of  1972  (AB  99),  places  responsibility  for 
all  such  programs  in  the  Department  of  Education, 
which  hopefully  will  be  able  to  eliminate  duplication 
and  conflicts  experienced  in  the  past. 

In  1973-74.  $45,760,000  of  state  and  federal  funds 
will  be  available  for  child  development  programs 
which  include  children's  centers  and  campus  chil- 
dren's centers.  This  amount  is  comprised  of  $15,040,- 
000  in  state  General  Funds  to  be  allocated  through  the 
Department  of  Education  and  the  Health  and  Wel- 
fare Agency,  and  $30,720,000  in  federal  matching 
funds.  These  resources  will  enable  26,050  children  to 
be  served  in  child  development  programs. 

Exclusive  of  federally  funded  programs  where 
funds  flow  directly  to  the  school  districts,  $23,314,200 
will  be  available  for  preschool  programs.  $5,828,550  of 
this  is  state  General  Fund  money  provided  through 
the  Department  of  Education,  and  the  rest  is  federal 
matching  funds.  These  programs  will  permit  19,000 
children  to  be  served. 
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Federal  funds  are  also  available  for  migrant  pre- 
school and  day  care  programs.  $1,495,000  in  federal 
funds  will  be  matched  by  $415,000  in  state  General 
Funds  from  the  Department  of  Human  Resources 
Development.  1,100  children  will  receive  aid  under 
these  programs. 

Another  program  with  broad  impact  on  children 
and  youth  is  that  designed  to  satisfy  student  nutri- 
tional needs  throughout  the  state.  During  1973-74, 
the  pupil  nutritional  program  is  expected  to  serve 
free  or  reduced-price  meals  to  one  million  children  of 
welfare  recipients  and  others  in  need  of  such  assist- 
ance. The  federal  government  increased  its  level  of 
participation  in  this  program  in  1971-72.  As  a  result, 
school  districts  participating  in  the  program  will  be 
able  to  continue  providing  free  or  reduced-price  meals 
to  needy  children  at  less  expense  to  the  districts. 

Teacher  Preparation  and  Licensing 

Support  for  the  Commission  for  Teacher  Prepara- 
tion and  Licensing  derived  from  the  Teacher  Creden- 
tials Fund  will  total  some  $1.7  million  in  1973-74. 
Having  assumed  responsibility  for  the  teacher  creden- 
tialing  functions  from  the  Department  of  Education 
in  August  1971,  the  commission  is  developing  a  con- 
version process  for  licensing  of  teachers  as  a  prelude 
to  the  issuance  of  Evan  Act  credentials  commencing 
in  1973-74.  The  Evan  Act  calls  for  more  diversifica- 
tion in  teacher  preparation  providing  for  the  multiple 
subjects  credential  which  will  assure  broadly  prepared 
teachers  in  the  elementary  grades.  Through  a  three- 


phased  planning,  testing,  and  evaluation  study,  the 
commission  will  generate  baseline  data  on  elementary 
teacher  competency.  Funds  for  the  study  ($2,332,000) 
are  anticipated  from  the  Federal  Office  of  Economic 
Opportunity. 

POSTSECONDARY  EDUCATION 

The  cost  and  quality  of  a  program,  its  effectiveness, 
are  difficult  to  measure  at  the  postsecondary  level.  The 
public,  students,  and  academicians  may  differ  in  their 
evaluation  of  the  same  program :  the  quality  of  a  de- 
gree, for  example,  can  be  measured  in  terms  of  the 
recipient 's  subsequent  earnings,  or  by  the  less  tangible 
yardstick  of  the  graduate's  social,  cultural,  and  intel- 
lectual achievements.  These  accomplishments  could  be 
viewed  in  their  dimension  as  contributions  to  society, 
or  in  the  dimension  of  the  personal  satisfaction  and 
fulfillment  which  they  bring  to  the  degree  recipient. 
Because  cost  and  quality  are  intimately  related,  it  is 
by  no  means  clear  that  the  least  costly  education  is  the 
best  taxpayer  investment.  But  if  it  is  agreed  that  de- 
partures from  least  cost  alternatives  should  be  made 
in  order  to  upgrade  the  quality  of  higher  education, 
the  question  of  where  those  departures  would  produce 
the  best  results  is  unresolved.  Should  more  money  be 
spent  on  buildings  or  on  faculty?  And  if  it  is  spent 
on  faculty,  should  the  faculty  be  evaluated  on  the 
basis  of  its  publications,  awards,  or  its  teaching  moti- 
vation? And  if  one  of  these  bases  is  emphasized,  how 
can  it  meaningfully  be  measured  ? 
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In  the  increasingly  competitive  market  for  public 
dollars,  it  is  a  very  real  concern  of  public  evaluators 
that  effectiveness  measures  be  more  specifically  iden- 
tified. This  is  not  merely  due  to  the  desire  to  hold 
down  taxes.  Genera!  Fund  resources  must  be  allocated 
reasonably  among  the  segments  of  the  state's  educa- 
tional system,  and  between  the  educational  system  and 
a  broad  range  of  pressing  social  and  civic  problems. 
Without  hard  effectiveness  measures,  this  allocational 
task  is  difficult  to  perform. 

Student  Financial  Assistance 

Students  find  that  barriers  to  postsecondary  educa- 
tion exist  despite  the  state's  commitment  to  public 
education  through  the  doctoral  level.  Without  the 
various  forms  of  student  financial  assistance  which 
are  directed  toward  the  financially  needy  and  the  edu- 
cationally delayed,  traditional  patterns  would  then 
eliminate  many  potential  achievers  and  would  permit 
acceptance  in  our  institutions  of  only  those  who  are 
financially  secure  or  who  demonstrate  exceptional 
intellectual  or  other  capacity.  However,  the  ability  to 
benefit  from  postsecondary  education  exists  in  many. 
This  program  provides  an  opportunity  for  education 
beyond  the  high  school  experience  in  order  to  cultivate 
that  ability.  The  State  of  California  in  concert  with 
the  Federal  government  and  institutional  sources  will 
make  available  $349  million  in  1973-74  through  nu- 
merous programs  to  reduce  financial  barriers  facing 
students  (See  Table  3).  The  state's  contribution  to 
student  aid  programs  (increased  from  $45  million  to 
$52  million)    includes  in  addition,  continuing  funds 
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for  administration,  tutoring  and  counseling  of  educa- 
tional opportunity  programs. 

During  the  1973  Legislative  Session,  a  further  step 
will  be  taken  in  the  form  of  proposed  legislation  to 
adopt  an  emerging  student  program  designed  to 
assist  educationally  and  socially  delayed  students. 
This  proposed  new  thrust  will  offer  incentives  in  the 
form  of  assured  access  to  post-seeondar}-  education  to 
ninth  and  tenth  grade  students  if  they  demonstrate 
educational  achievement  at  the  high  school  level.  These 
are  students  who  offer  the  potential  to  benefit  from 
higher  education  but  who  probably  would  not  seek 
the  opportunity  without  the  incentives  offered  through 
financial  aid.  Assurance  of  such  assistance  will  be  de- 
pendent on  the  students'  successful  completion  of 
high  school  and  needy  status. 

The  state  agency  primarily  responsible  for  dis- 
bursement of  student  financial  aid  to  students  is  the 
State  Scholarship  and  Loan  Commission,  established 
in  1955.  The  commission  administers  funds  through: 
a  scholarship,  graduate  fellowship  college  opportunity 
grant,  and  the  newly  added  occupational  training 
grant  programs.  In  1973-74,  approximately  $37.3  mil- 
lion of  the  $52  million  reported  above  will  be  pro- 
vided in  various  forms  of  student  assistance  through 
this  organization. 

California's    Community    Colleges,    The    California     State 
University  and  Colleges,  and  The  University  of  California 

As  shown  in  Table  4,  public  higher  education  in 
California  has  experienced  very  rapid  growth  over 
the  past  decade  and  a  half.  The  California  Community 
Colleges,  the  University  of  California,  and  the  Cali- 
fornia State  University  and  Colleges  are  now  serving 
954.000  fulltime  equivalent  students.  This  is  approxi- 
mately 670,000  more  students  than  were  enrolled  in 
these  systems  in  1960. 

The  California  Community  College  System  is  made 
up  of  96  colleges  with  more  than  800,000  students. 
Average  daily  attendance  since  1966-67  has  risen  dra- 
matically, 81  percent  to  the  level  projected  for 
197°-74*  During  1973-74,  the  State  of  California  will 
provide  California's  Community  College  System  with 
$219.3  million  in  general  funds.  This  is  a  204  percent, 
increase  over  that  provided  in  1966-67.  Opportunity 
is  offered  through  the  community  colleges  for  voca- 
tional or  technical  training  as  well  as  for  academic 
preparation. 

Expenditures  for  California  Community  Colleges  * 

General    Fund 
(In  Thousands) 

STATE  OPERATIONS 

Actual  Estimated  Estimated 
1971-72            1972-73  1973-74 
Board  of  Governors  of  Cali- 
fornia     Community      Col- 
leges                   912             1.062  1,088 

LOCAL  ASSISTANCE 
Apportionments  for  public 

schools  (community 

colleges) 174.G71         203,836         212,358 

Assistance  to  new  community 

college   districts    1,150  —  750 

Community  colleges  extended 

opportunity  program 3,350  4.850  5.115 

Subtotals,  Local 
Assistance 179.171         208.686         218.223 

Totals.  State  Operations 

and  Local  Assistance        180,083         209,718         219,311 
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The  California  State  University  and  Colleges  will 
provide  education  for  approximately  270,000  head- 
count  undergraduate  and  graduate  students  on  19 
campuses  during  the  1973-74  academic  year.  In  1973- 
74,  the  California  State  University  and  Colleges  will 
be  allocated  approximately  $407.9  million  in  state  gen- 
eral funds  for  support  plus  $34.3  million  in  salary  in- 
creases, an  overall  augmentation  of  $63.8  million  "over 
1972-73. 

Within  the  level  of  support,  the  instruction  program 
will  be  increased  by  369.3  faculty.  Systemwide  FTE 
enrollment  is  expected  to  increase  by  5,120  students. 
The  budget  and  legislative  processes  are  placing  in- 
creased emphasis  on  faculty  productivity  evaluation 
and  unit  cost  definition  to  which  this  segment  has 
responded  with  the  design  and  implementation  of  a 
new  system  for  determining  faculty  productivity  and 
faculty  effort  by  discipline  and  level  of  instruction. 

The  University  of  California  maintains  nine  cam- 
puses serving  110,000  students.  The  University  offers 
academic  degrees  through  the  doctoral  level  with  sole 
authority  in  public  higher  education  to  award  the  doc- 
tor's degree  and  jurisdiction  over  training  for  the 
professions.  The  University  of  California  is  the  pri- 
mary state  supported  agency  for  research.  State  Gen- 
eral Funds  proposed  for  the  University  of  California 


total  $398.9  million  in  support  for  1973-74  plus  sal- 
ary increases  of  $30.7  million,  an  overall  increase  of 
$44.8  million  over  1972-73. 

Table  5  shows  the  continuing  expansion  of  state 
support  provided  to  the  three  major  public  segments 
since  1960. 

Table  6  displays  total  1973-74  program  require- 
ments for  California's  two  senior  public  segments.  As 
can  be  readily  seen,  each  segment's  total  budget  is 
made  up  of  funds  from  several  sources,  including  the 
State  General  Fund  which  represents  54  percent  of 
the  University  of  California  Program  Budget  and 
69  percent  of  that  of  the  State  University  and  Col- 
leges. 

Salary  Increase 

This  budget  contains  $18,950,000  for  a  7.5  percent 
proposed  salary  increase  for  instructional  and  related 
classes  and  $15,310,000  for  noninstructional  California 
State  University  and  Colleges  employees.  The  total 
salary  increase  proposed  for  CSUC  employees  for 
1973-74  is  $34,260,000.  The  University  of  California's 
salary  proposal  contains  a  5.4  percent  increase  of 
$10,979,000  for  faculty  and  related  classes  and 
$19,711,000  for  nonfaculty  classes.  Total  proposed 
UC  salary  increase  is  $30,690,000. 
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TABLE  6 


PROGRAM  BUDGET  1973-74 
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Expenditures  for   Higher   Education  1 

General    Fund 
(In  Thousands) 

STATE  OPERATIONS 

Actual  Estimated  Estimated 

1971-72  1972-73  1973-74 

Coordinating  Council  for 

Higher   Education   456  497  60S 

University   of  California   —         335,578         384,782     398-900  2 
Salary  increase,  UC -     (30,690) 

Hastings  College  of  Law  __  1,252  1,715         1,970 

California  State  University 

and  Colleges 316,250         378,378     407,884  2 

Salary  increase,  CSUC -     (34,260) 

California  Maritime 

Academy    793  934         1,137 

State  Scholarship  and  Loan 
Commission 19,400  30,966       38,551 

Western   Interstate  Commis- 
sion for  Higher  Education  15  15  28 

Totals,  Support,  Higher 

Education    .  673,744         797,287     S49.078 

Totals,  Support  Plus 

Salary  Increases -  -       (914.02S) 

1  Excludes    state    operations    and    local    assistance    expenditures 

for  California  Community  Colleges. 

2  Funds   to   he   used    for    salary   increases   for   faculty,    instruc- 

tional and  related  classes  and  for  other  employees  at  the 
University  of  California  and  State  University  and  Colleges 
are  not  included  in  these  totals,  although  they  appear  on 
the  next  line  in  parentheses.  Such  funds  for  both  systems 
total  $64,950,000  for  1973-74. 

The  More   Effective   Use   of  Resources 

Rapid  growth  of  California's  institutions  of  higher 
education  has  made  state  support  for  postsecondary 
education  more  visible.  Probably  at  no  prior  time  in 
California 's  history  has  there  been  as  much  discussion 


as  at  present  about  public  policy  toward  our  post- 
secondary  segments  or  about  institutional  man- 
agement. Yet  there  are  few  adequate  bases  to  judge 
the  effects  of  an  education  program  decision.  Infor- 
mation as  to  the  benefits  or  even  the  outputs  of  vari- 
ous programs  is  fragmentary  and  cost  data  are  often 
unreliable. 

To  correct  this  deficiency,  the  Legislature  has  in- 
structed the  California  Coordinating  Council  for 
Higher  Education  to  provide  an  annual  report  on  the 
full  cost  of  instruction  in  each  of  California's  three 
systems  of  public  higher  education.  Moreover,  state 
and  institutional  representatives  have  participated 
fully  in  the  study  and  development  efforts  of  the 
National  Center  for  Higher  Education  Management 
Systems  (NCHEMS).  Certain  of  NCHEMS'  products 
are  now  in  use  in  California,  most  notably  the  Pro- 
gram Classification  Structure  which  has  been  adopted 
by  the  California  State  University  and  Colleges  and 
University  of  California.  Costs  of  each  program  of 
these  two  segments  are  displayed  for  1973-74  in 
Table  6. 

Information  about  cost  is  important,  but  it  is  only 
part  of  the  information  we  need.  Both  major  systems 
are  taking  an  active  interest  in  the  goals,  and  accom- 
plishments of  individual  academic  programs.  They  are 
seeking  indexes  to  identify  the  quality  and  quantity 
of  the  benefits  of  higher  education,  some  measure  of 
the  "value  added"  to  an  individual  completing  the 
college  or  university  experience.  Especially  difficult  is 
the  measuring  of  education's  influence  on  an  individ- 
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ual's  capacity  for  critical  thinking,  reasoning,  and 
creativity.  The  measure  of  earning  power  or  occupa- 
tional skill  and  competence  is  more  readily  quantified 
but  such  data  have  not  in  the  past  been  given  the  at- 
tention deserved. 

During  the  spring  of  1971,  the  Legislature  directed 
the  Department  of  Finance,  in  cooperation  with  the 
California  State  University  and  College  System,  the 
"University  of  California,  the  Coordinating  Council  for 
Higher  Education,  and  the  Legislative  Analyst  to  de- 
velop a  method  of  budgeting  faculty  positions  based 
upon  instructional  faculty  productivity.  Out  of  this 
joint  venture  grew  the  Higher  Education  Budget 
Project.  The  interim  budgetary  device  selected  by 
project  participants  is  the  "productivity  ratio,"  rep- 
resented by  the  number  of  student  credit  units  gener- 
ated by  the  average  faculty  position,  by  course  level. 
Chart  1  shows  the  key  variables  which  contribute  to 
differences  in  faculty  productivity  and  variations  in 
unit  cost.  Comparative  evaluation  of  such  data  has 
use  in  the  exploration  of  resource  allocation  alterna- 
tives. 

Other  cooperative  efforts  are  underway  in  the  form 
of  program  effectiveness  evaluations,  aimed  at :  re- 
ducing attrition  and  excess  credit  accumulation, 
streamlining  the  admissions  processes,  improving  ac- 
cess to  academic  libraries,  and  determining  and  pro- 
jecting health  and  other  professional  manpower  de- 
mand conditions. 

Academic  Innovation 

The  California  State  University  and  Colleges  is  con- 
tinuing the  recently  emphasized  effort  to  reach  publics 
not  now  served.  Alternative  degree  paths  have  been  es- 
tablished for  those  who  can  attend  a  university  or  col- 
lege only  on  a  part-time  basis,  in  the  evening  or  on 
the  weekend,  and  for  those  who  are  now  too  far  from 
a  university  or  college  campus  to  participate  in  a  reg- 
ular degree  program.  This  system  is  experimenting 
with  accelerated  learning  and  attempting  to  reduce 
the  barriers  and  delay  which  inhibit  student  progress 
to  a  degree.  CSUC  has  also  made  provision  for  ad- 
vanced placement  and  credit  by  examination.  More- 
over, while  these  innovative  programs  have  been  de- 
signed to  provide  the  student  with  more  options  and 
to  shorten  the  time  to  degree  by  changing  the  mode 
of  instruction,  they  may  be  expected  to  reduce  the  cost 
in  one  or  more  of  the  following  ways: 

— By  substituting  student  initiative  for  faculty  su- 
pervision 

— By  substituting  technology  for  labor,  e.g.,  using 
television  in  place  of  lectures,  and 

— By  making  more  intensive  utilization  of  buildings 
and  equipment. 

Mention  should  be  made  of  two  new  University  of 
California  funding  proposals  which  appear  in  this 
budget.  The  first  is  the  Extended  University  pilot  pro- 
gram which  will  receive  $1.5  million  from  the  State 
for  the  first  year  of  an  experimental  project.  This  is  a 
pilot  effort  drawn  up  and  instituted  by  the  University 
of  California  in  1972-73.  It  represents  a  promising 
first  step  toward  opening  the  University  to  part-time 
students  at  a  proportionately  reduced  cost  to  those 
students.  Up  until  the  present,  part-time  students  de- 
siring a  University  of  California  degree  have  been 
discouraged  from  doing  so  because  of  the  Academic 


Senate's  residency  requirements  and  the  requirement 
that  students  pay  full  tuition  costs  regardless  of  the 
course  load  they  were  carrying. 

The  state  administration  is  proposing — as  an  in- 
centive for  increasing  faculty-instructional  emphasis 
in  the  University  of  California — a  new  undergraduate 
teaching  excellence  program.  Research  and  graduate 
instruction  have  received  an  inordinate  amount  of 
emphasis  in  comparison  to  that  given  undergraduates. 
This  is  partially  the  result  of  large  infusions  of  Fed- 
eral research  and  development  dollars,  but  also  re- 
sponsible is  the  "public  or  perish"  orientation  of 
faculty  hiring  and  promotion  guidelines.  Because  per- 
sonnel policies  in  the  University  are  generally  consid- 
ered the  prerogative  of  University  management,  and 
because  the  State  recognizes  the  tremendous  resistance 
associated  with  a  system  steeped  in  tradition,  the 
State  is  providing  $1  million  in  fiscal  1973-74  as  an 
incentive  for  the  implementation  of  a  system  which 
will  recognize  and  encourage  excellence  in  under- 
graduate teaching. 

Planning  for  the  Future 

During  the  past  decade,  the  principal  characteristic 
of  postsecondary  education  in  California  has  been 
extraordinary  growth.  Now  enrollments  are  stabiliz- 
ing and  the  coming  decade  will  be  characterized  by 

TABLE  7 

ANNUAL  PERCENTAGE  CHANGE  IN  ENROLLMENTS  IN 

U.S.  POSTSECONDARY  EDUCATION  PROJECTED 

THROUGH  1990* 


1970-- 


1974  -- 


1978 


1982  " " 


1986-- 


1990  "• 


-2.0  -1.0     0.0     1.0     2.0     3.0     4.0     5.0     6.0     7.0     8.0 
Percent 

*  Source:  "The  More  Effective  Use  of  Resources," 
The  Carnegie  Commission  on  Higher 
Education,  June,  1972 
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consolidation  of  the  gains  made  during  the  past  10 
years.  Table  7  displays  the  dramatic  enrollment  ad- 
justments expected  nationally  and  anticipated  simi- 
larly in  California  over  the  next  few  decades. 

The  declining  rate  of  growth  suggests,  amon<r  other 
things,  deliberation  before  creating  new  doctoral  pro- 
grams and  concentrating  doctoral  training  and  re- 
search in  fewer  institutions;  limiting  capital  outlay 
so  as  not  to  create  excess  capacity  in  the  1980 's  and 
to  avoid  imposing  a  burdensome  heritage  of  low  use 
facilities  upon  the  future. 

Both  externally  and  from  within,  influences  are 
pressing  for  change  in  higher  education.  To  avoid 
stagnation,  responsiveness  and  flexibility  must  be  the 
guidelines  if  our  academic  institutions  are  to  partici- 
pate as  agents  of  change  in  the  dynamic  society. 

The  problem  of  an  aging  faculty  is  particularly 
pressing.  Attention  must  be  given  now  by  education's 
managers  to  alternatives  to  the  tenure  system,  to  ear- 
lier retirement,  and  to  systemwide  appointment,  if 
flexibility  in  the  use  of  resources  is  to  be  maintained. 

In  looking  to  the  future,  much  interest  revolves 
around  the  efforts  of  two  assigned  groups  reviewing 
the  state's  Master  Plan  for  Higher  Education.  The 
Legislative  Joint  Committee  on  the  Master  Plan  for 
Higher  Education  and  the  Select  Committee  on  the 
Master  Plan  for  Higher  Education  appointed  by  the 
Coordinating  Council  for  Higher  Education,  are  re- 
viewing the  educational  and  structural  premises  un- 
derlying the  existing  higher  educational  system  in 
California.  Their  recommendations  to  be  released  dur- 
ing the  1973  legislative  session  could  have  substantial 
impact  on  governance,  structure  and  planning  proc- 
esses throughout   California  higher  education. 

Capital  Outlay 

Capital  Outlay  expenditures  for  the  California 
State  University  and  Colleges  of  $66,405,600  are  pro- 
posed for  1973-74.  Of  this.  $48,096,000  will  be  pro- 
vided from  the  Capital  Outlav  Fund  for  Public 
Higher  Education,  including  $24,003,000  from  Chap- 
ter 1,  Statutes  of  1971,  First  Extraordinary  Session  to 
finance  high  priority  projects.  State  support  includes 
$2,000,000  for  minor  improvement  projects.  In  order 
to  make  the  most  effective  allocation  of  available  re- 
sources, academic  program  direction,  and  the  level  of 
utilization  of  existing  facilities  were  considered  in 
establishing  the  proposed  capital  outlay  priorities. 

The  University  of  California  system  comprises 
eight  general  campuses  and  five  health  science  facili- 
ties. It  is  within  the  capital  outlay  budget  that  fund- 


ing for  the  physical  plant  of  this  system  is  contained. 
There  are  essentially  two  capital  outlay  budgets  this 
year,  one  for  the  general  campuses  and  one  for  health 
sciences.  The  state  is  recommending  $29.8  million  for 
general  campus  capital  outlay  in  1973-74.  The  Health 
Sciences  Bond  Issue  of  1972  was  passed  in  November 
1972  and  will  provide  $156  million  for  UC  health 
science  facility  construction  over  the  next  five  years. 
In  1973-74,  $54  million  of  that  sum  is  recommended 
for  expenditure.  In  addition,  $2.4  million  from 
COFPHE  will  be  provided  for  safety  deficiencies  in 
the  health  sciences.  In  this  discipline,  continuing  at- 
tention must  be  given  to  the  relative  need  for  pro- 
fessional health  manpower  specialties.  This  budget 
encourages  general  practice  emphasis  in  health  science, 
physical  facilities  as  well  as  in  related  academic  pro- 
gram areas. 

Both  the  California  State  University  and  Colleges 
and  University  of  California  capital  outlay  budgets 
reflect  efforts  to  encourage  more  efficient  use  of  re- 
sources. The  leveling  off  of  enrollments  in  both  sys- 
tems during  the  1970 's  requires  the  exertion  of 
considerable  care  in  making  certain  that  excess  in- 
vestment is  avoided.  Studies  such  as  that  on  the 
duplication  of  library  facilities,  and  considerations 
such  as  the  developing  trend  in  education  toward  ex- 
ternal degree  programs  and  the  "open-university" 
concept  have  also  provided  perspectives  which  have 
influenced  planning  in  this  budget. 

Included  in  the  1973-74  budget  is  a  community 
college  capital  outlay  program  totaling  $70,349,684 
involving  33  districts.  Of  this  amount,  a  state  appro- 
priation of  $35,990,100  is  to  be  provided  through  a 
community  college  construction  bond  act  which  was 
approved  by  the  electorate  in  November,  1972.  An 
additional  $34,359,584  is  to  be  provided  from  local 
(district)  sources.  Of  the  projects  proposed,  38.3  per- 
cent of  the  funds  will  be  directed  toward  general  aca- 
demic and  lecture  facilities  and  45.8  percent  toward 
science  and  vocational-technology  facilities. 

This  budget  includes  $20,000,000  in  state  funds  for 
1973-74  for  the  Department  of  Education.  A  total  of 
$43,000  was  provided  in  1972-73  to  study  the  feasi- 
bility of  relocating  the  department's  Berkeley  schools 
for  the  deaf  and  blind.  Both  the  State  Fire  Marshal 
and  the  Office  of  Architecture  and  Construction  have 
strongly  recommended  that  those  facilities  be  rehabili- 
tated or  relocated  to  ensure  the  safety  of  enrolled 
children.  The  funds  proposed  for  1973-74  are  in- 
tended for  design  and  construction  of  appropriate 
facilities  to  solve  these  problems. 
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Capital  outlay  construction  is  divided  into  six  basic 
programs.  The  most  encompassing  is  the  State  Build- 
ing Program  which  includes  projected  capital  outlay 
requirements  for  publicly  supported  higher  education, 
mental  hygiene,  corrections,  and  for  office  space.  It 
also  provides  for  meeting  the  requirements  of  several 
agencies,  including  the  Department  of  Conservation, 
Military  Department,  and  the  Department  of  Gen- 
eral Services. 

The  State  Highway  Program  is  a  quasi-legislative 
program  designed  to  provide  a  safe,  efficient,  service- 
able, and  environmentally  compatible  system  of  state 
highways  which  will  connect  all  major  population 
centers  and  will  provide  for  continuity  of  travel 
throughout  the  state  and  connect  with  major  high- 
ways in  adjacent  states. 

The  District  Fair  Construction  Program  provides 
the  funding  for  construction  of  facilities  for  district 
agricultural  associations.  The  details  of  these  projects 
will  be  found  in  a  supplemental  volume  containing 
the  budgets  of  the  individual  fairs. 

The  Wildlife  Conservation  Program,  as  adminis- 
tered by  the  Department  of  Fish  and  Game  and  the 
Wildlife  Conservation  Board,  provides  for  the  pro- 
tection, propagation,  and  management  of  the  state's 
fish  and  wildlife  resources. 

The  Parks  and  Recreation  Acquisition  and  Devel- 
opment Program  consists  of  the  continuing  develop- 
ment of  facilities  to  meet  California's  recreational 
needs.  The  1973-74  budget  of  this  program  includes 
funds  from  the  State  Beach,  Park,  Recreational  and 
Historical  Facilities  Bond  Act  of  1964,  the  Recreation 
and  Fish  and  Wildlife  Enhancement  Bond  Act,  and 
the  Bagley  Conservation  Fund. 

The  California  Water  Facilities  Program  reflects 
the  funding  of  the  State  Water  Project  as  it  enters  its 
12th  year.  The  work  under  contract  or  completed  on 
this  project  represents  over  99  percent  of  the  total 
project. 

The  sources  from  which  the  capital  outlay  budget 
is  funded  are  described  below : 

1.  Current  revenues  and  any  accumulated  balances 
in  governmental  cost  funds.  These  are  moneys 
collected  in  the  form  of  taxes,  license  and  permit 
fees,  interest  on  investments,  and  similar  items 
of  income. 


2.  The  proceeds  from  the  sale  of  general  obligation 
bonds  which  bonds  are  secured  by  the  "full  faith 
and  credit"  of  the  state.  Outstanding  bonds  of 
this  kind  are  (a)  State  Construction  Program 
bonds,  and  (b)  State  Beach,  Park,  Recreational, 
and  Historical  Facilities  bonds.  The  repayment 
of  principal  and  interest  on  such  indebtedness 
constitutes  a  preferred  claim  on  the  financial  re- 
sources of  the  state.  Within  this  classification 
falls  a  special  category  referred  to  as  "self- 
liquidating"  bonds.  Bonds  in  this  category  are 
the  California  Water  Resources  development 
bonds.  In  the  case  of  this  special  grouping,  such 
bonds  although  legally  possessed  by  the  charac- 
teristics of  general  obligation  bonds  are  serviced 
from  the  revenues  produced  by  the  ventures  or 
projects  financed  in  this  manner. 

3.  Revenue  bonds  are  those  that  are  secured  solely 
by  the  income  derived  from  the  use  or  operation 
of  the  facilities  funded  by  this  method. 

4.  Trust  certificates  represent  a  form  of  capital 
financing  which  makes  use  of  the  large  balances 
accumulated  in  trust  accounts  or  funds  of  the 
state.  Because  such  funds  are  dedicated  to  meet 
future  obligations,  sound  fiscal  management  dic- 
tates the  investment  of  the  currently  unneeded 
cash  in  these  accounts  and  funds.  One  way  of  in- 
vesting these  moneys  is  by  the  purchase  of  trust 
certificates  issued  by  the  state  for  the  construc- 
tion of  general  purpose  office  buildings. 

5.  Nonstate  funds  such  as  federal  and  private 
grants,  endowments,  and  certain  other  funds  as 
payments  of  overhead  charges  on  research  proj- 
ects conducted  by  the  University  represent  yet 
another  source  of  capital  financing. 

To  provide  a  complete  and  comprehensive  picture 
of  the  state's  capital  outlay  program  all  proposed 
projects  are  included  in  the  capital  budget  regardless 
of  the  source  of  financing. 

Following  the  generally  accepted  principles  of  gov- 
ernmental accounting,  however,  only  expenditures 
from  governmental  cost  funds  are  included  in  the 
budget  totals.  Expenditures  from  bond  proceeds  and 
other  forms  of  borrowing  are  excluded — such  expendi- 
tures are  reported  as  expenditures  of  the  fiscal  years 
in  which  the  payments  on  principal  and  interest  are 
made. 
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State  revenues  for  the  1973-74  fiscal  year  are  es-  Homeowners'  Exemption 

timated  at  $8,948,830,353,  approximately  $1,144  mil-  The    homeowners'    property    tax    exemption    was 

lion  above  the  amount  anticipated  during  1972-73.  Of  raised  f         $750  t    $1  750  o{  assessed  value,  effective 

the   above,   $7,257,782,116   is   for   the   General   Fund  1973-74. 
and    $1,691,048,237    accrues    to    the   various    special 

_  '        .   ,  .                    n      p  n           i                                         •  Personal  Property  Tax  Relief 

Tax  yields  generally  follow  changes  in  economic  ac- 
tivity.  The   economy   in   1973  will  record   a   further  The   business   inventory   exemption   was   increased 
strong   expansion    accompanied   by   higher   corporate  from  30  percent  of  assessed  value  to  45  percent  in 
profits,  strong  gains  in  consumer  spending,  and  a  sub-  1973-74  and  to  50  percent  thereafter, 
stantial  increase  in  personal  income  of  Californians. 

Eevenue  for  the  General  Fund  in  1973-74  is  esti-  Renter  Credit 
mated  at  $7,257,782,000  *  or  $1,147  million  more  than 

in  the  current  year.  The  unusually  large  growth  in  re-  A  renter  credlt  of  $25  to  $45  ls  provided  against 
ceipts  is  largely  due  to  increases  in  sales  tax  and  bank  income  tax  liability  beginning  with  the  1973  income 
and  corporation  tax  rates  to  fund  the  major  school  year-  If  the  allowable  credit  is  greater  than  the  liabil- 
finance  and  property  tax  relief  measure  enacted  dur-  A7>  a  refund  may  be  claimed  for  the  excess, 
ing  1972.   Provisions  of  that  legislation   and  the  re- 
sultant revenue  changes  are  discussed  below.  School  Support 

Estimated  receipts  for  the  special  funds  in  1973-74  gtate  school  support  was  inereased  b  $561  million 
total  $1691048,000,  or  $2.7  million  less  than  the  in  1973_74  through:  (a)  increases  in  the  basic  sup- 
current  fiscal  year  Legislation  passed  during  the  1972  t  uarantee  per  chiid  (b)  initiation  of  an  educa- 
session  repealed  the  motor  vehicle  transportation  tax  tkmal  need  factor  and  (<j)  first  funding  of  Early 
effective  July  1  1973  and  only  revenue  attributable  childhood  Education.  The  basic  support  guarantee 
1Q7V74  be  received  from  that  tax  m  per  ehUd  win  be  adjusted  in  subsequent  "years  to 
1\)I6   '*■                                                               .  eliminate  "slippage"  and  thus  maintain  the  state's 

Receipts  for  the  General  Fund  and  special  funds  share  of       bU(J  sehool  support 

tor  the  past,  current  and  budget  years  are  shown  in 

Table  1.  ,.».,■■ 

TABLE   1  Rate  Limits 

State  Revenue  Collections  Tax  rate  limits  were  imposed  on  cities,  counties, 

n  mi   ions)                             Percent  and  special  districts.  The  base  year  for  determination 

Taxes, fMs, etc.                    1*71-72    ^972-73     1973-7?     197^74  of  the  rates  for  cities  and  special  districts  is  1972-73 

General  Fund:  '  while  counties  may  choose  between  1971-72  and  1972- 

pertonaTlcoL  """""!"     *ija™     Ijoto"     Imo"         243  73-  The  aet  als0  Provides  a  floor  for  revenue  growth 

Bank  and  corporation  662.5         815.0         995.0          n.i  for  each  unit  of  government  equal  to  the  sum  of  the 

I™ e  ™.J.l _!!!!!!!!        uli        isto        HH           2.3  percentage  growth  in  the  consumer  price  index  and 

cigarette  173.5         i76.i         178.5           2.o  the  area's  percentage  growth  in  population. 

Alcoholic    beverage    119.6            123.4            127.0               1.4  roe                         r    r 

Horse  racing  60.6          63o         63.0           o.7  A  system  of  revenue  controls  was  made  applicable 

other  'sources"""!!!""""!        175^        196^9        199^0           2^2  to  school  districts.  The  system  is  expected  to  result 

Totals,  General  Fund   _    1£5SI  "^Iilo"  It^sTs"         all  in  a  rollback  of  about  $234  million  in  school  district 

Special  Funds:  taxes  in  1973-74.  The  revenue  limits  will  be  adjusted 

MFucisVeW_de_- $712.4       $759.1       $798.2           8.9  annually  by  an  inflation  factor  to  be  developed  jointly 

Registration,  weight!  etc.* 288.2        307'i        321.9           3.6  by  the  Department  of  Education  and  the  Department 

License    fee* 259.6            280.7            297.6                3.3  -f   TT'^tiqtioq 

Transportation    28.6              31.0                0.8                   -  Ol    T  lUdnce. 

Cigarette    73.9  75.4  76.5  0.9 

Alcoholic    beverage    12.6  14.1  13.5  0.2 

Horse  racing  8.8              8.9            12.2              0.1  Other  Features 

Other  sources  t 124.5  217.4  170.4  1.9 

Totals,  special  Funds $i,5os.7     $1,693.8     $1,691.0          isl  The  legislation  also  increased  state  reimbursement 

„.„,.„                                   Sr^T    ..  „„  „     .„    „  „         ,  under  the  Williamson  Land  Conservation  Act  to  more 

TOTALS     $6,896.8       $7,804.8       $8,948.8            100.0  »    n       »        j  i         i                                      i                    «.      ..         ,„70    „, 

*  includes  off-highway  vehicle  fees.  *ully  fund  local  property  tax  losses,  effective  1973-74. 
t  includes  personalized  license  plates.  Also,  beginning  June  1,  1973,  public  assistance  grants 

1972  TAX  REFORM  LEGISLATION  wi,U  b+e  increased  h/  *2  Per  m°nth  \  asf  ,re  that  th,e 

Chapter  1406  (SB  90)  sales  tax  increase  does  not  work  as  a  hardship  on  wel- 
fare recipients.  The  Act  provides  for  state  reimburse- 

The  major  administration  legislative  program  en-  ment  to  local  government  for  any  new  state  or  court 

acted  during  1972  provided  for  increased  school  fi-  mandated  programs  or  increased  levels  of  service  and 

nancing  by  the  state,  property  tax  relief  and  renter  for  any  state  enacted  exemption  from  the  property 

relief.  Major  provisions  of  this  bill  are :  or  sales  tax. 

*  This  and  subsequent  dollar  amounts  have  been  rounded.  Totals,  differences,    and    percentages   have    been    computed    from   whole 

numbers. 
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TABLE   2 

-Estimated  Program   Expenditures,  Chapter  1406  (SB  90) 

(In  millions) 

1973-=74 

School  support $.">C1 

Homeowners'  exemption 396 

Business  inventory  exemption 68 

Renter  refund   40 

Open  space 7 

Welfare   adjustment 12 

Total $1,084 

The  revenues  necessary  to  fund  this  program  are : 

(1)  An  increase  in  the  general  bank  and  corpora- 
tion tax  rate  from  7.6  to  9.0  percent,  beginning 
July  1,  1973.  The  maximum  tax  rate  paid  by 
banks  and  other  financial  corporations  is  raised 
from  11.6  pe-'cent  to  13.0  percent. 

(2)  An  increase  in  the  sales  and  use  tax  rate  from 
3|  to  4f  percent,  effective  June  1,  1973. 

Changes  in  revenue  attributable  to  the  above  legis- 
lation are  shown  below : 

TABLE  3 

Estimated  Revenue  Effect  of  Chapter  1406  (SB  90) 

(In  millions) 

Tax   Source  1972-73  1973-74 

Sales  and  use $51  $623 

Bank  and  corporation —  116 

Personal  income 1 —  -66* 

Totals $51  $673 

•Does  not  include  ?40  million  of  renter  refunds. 
1  Reduction  in  income  tax  due  to  renter  credit. 

In  addition,  state  government's  share  of  general 
federal  revenue-sharing  of  $215  million  is  earmarked 
for  transfer  to  the  State  School  Fund,  beginning  in 
1973-74. 

THE  NATIONAL  ECONOMY 

The  national  economy  rebounded  sharply  during 
1972  with  strong  gains  in  employment,  real  output, 
personal  income,  and  corporate  profits,  and  a  further 
reduction  in  the  unemployment  rate.  Phase  II  wage 
and  price  controls  were  effective  in  moderating  in- 
flationary pressures.  It  appears  that  the  stage  has 
been  set  for  further  strong  expansion  during  1973. 

The  1973  forecast  has  been  based  on  five  primary 
assumptions : 

1.  Phase  II  will  continue  through  1973  in  approx- 
imately its  present  form. 
_  2.  Monetary  policy  will  be  designed  to  achieve  a 
six  to  seven  percent  growth  in  the  nation's  money 
supply.  The  Federal  Reserve  System  will  thus  ac- 
commodate further  expansion  without  encouraging  a 
renewal  of  inflationary  pressures. 

3.  Fiscal  policy  will  be  designed  to  hold  federal 
spending  as  close  to  $250  billion  during  the  current 
year  as  possible. 

4.  No  prolonged  labor  disputes  will  occur. 

5.  No  international  monetary  crisis  will  occur 
during  the  forecast  period. 

The  momentum  built  up  during  the  latter  months 
of  1972  will  continue  into  1973,  resulting  in  a  strong 
first  half  with  large  gains  in  most  sectors  and  con- 
tinuing strength — but  at  a  somewhat  more  moderate 
pace — during  the  second  half.  Four  factors  in  par- 
ticular will  stimulate  the  economy  this  year.  In  the 
first  place,  overwithholding  on  personal  income  during 
1972  will  result  in  substantial  refunds  during  the 
first  and  second  quarters  1973.  These  refunds  will 
strengthen  the  expansion  in  consumer  expenditures, 
especially  for  durable  goods.  It  is  anticipated,  how- 


ever, that  overwithholding  will  continue  at  approx- 
imately half  the  rate  of  1972  since  many  individuals 
appear  to  be  using  the  deduction  as  a  savings  plan. 

Second,  record  levels  of  residential  building  during 
the  past  year  will  lead  to  further  gains  in  expend- 
itures for  household  furnishings. 

A  third  stimulant  is  the  fact  that  inventories  have 
been  under  tight  control  since  the  1970  recession  and 
are  inadequate  to  support  the  strong  real  gains  an- 
ticipated for  the  year.  As  a  result,  major  inventory 
accumulation  is  likely  to  occur  in  1973. 

Finally,  revenue  sharing  will  further  improve  the 
fiscal  position  of  State  and  local  government  units. 

Efforts  to  hold  federal  spending  down  are  expected 
to  occur  primarily  in  social  programs  under  Health, 
Education  and  Welfare,  and  in  the  defense  sector. 
The  latter  suggests  cutbacks  in  defense  personnel, 
reductions  in  various  military  bases,  and  no  expansion 
of  procurement  programs  or  research  and  development 
activities. 

THE  CALIFORNIA  ECONOMY 

It  now  appears  that  economic  gains  in  the  state 
during  1972  were  considerably  stronger  than  an- 
ticipated or  indicated  by  available  economic  series. 
The  gain  in  personal  income — estimated  at  8.6  per- 
cent— was  fractionally  higher  than  the  national  in- 
crease. Civilian  employment  was  up  3.5  percent  last 
year,  with  the  unemployment  rate  declining  markedly 
to  an  average  5.9  percent. 

The  employment  series  used  in  this  forecast  differ 
from  those  published  by  the  Department  of  Human 
Resources  Development.  Recent  data  available  from 
that  department  suggest  that  employment  growth 
since  mid-1971  has  been  substantially  greater  than 
indicated  by  the  published  figures.  It  has  not  been 
possible  for  HRD  to  rebench  the  official  state  series 
in  time  for  inclusion  in  this  budget.  The  Department 
of  Finance  has,  therefore,  constructed  a  tentative 
series  which  takes  into  consideration  the  more  recent 
data.  It  is  expected  that  this  new  series  will  closely 
approximate  the  official  HRD  data  when  that  becomes 
available.  Forecasts  for  1973  and  1974  are  based  on 
the  Finance  series. 

It  is  anticipated  that  the  current  momentum  will 
carry  through  1973  with  further  substantial  economic 
gains  recorded  for  the  year.  Civilian  employment  is 
expected  to  rise  by  2.8  percent  with  strong  gains  in 
the  service  and  trade  sectors  in  particular — sectors 
which  were  adversely  affected  by  the  1970  recession. 
Strength  in  manufacturing  will  be  attributable  to  a 
moderate  expansion  in  the  aerospace  industry  (pri- 
marily in  electrical  equipment  production)  as  well  as 
to  a  notable  increase  in  other  durable  goods  manufac- 
turing. The  growth  in  government  will  be  attributable 
primarily  to  expansion  at  local  levels ;  federal  employ- 
ment is  expected  to  decline  slightly  as  a  result  of 
budget  restrictions.  With  rising  employment  and  with 
labor  force  growth  approximately  the  same  as  during 
1972,  the  unemployment  rate  will  fall  to  an  average 
5.4  percent.  Personal  income  is  forecast  at  $111.5 
billion,  a  gain  of  9.1  percent  from  last  year.  The 
strong  gain  in  transfer  payments  reflects  the  first  full 
year  effect  of  the  recent  20  percent  increase  in  social 
security  benefits. 

The  construction  industry  is  not  expected  to  provide 
the   economic  support  in   1973  that  it  did  in   1972. 
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TABLE  4 

ECONOMIC    DATA 
(Dollar  amounts   in   billions) 

1972 1973 

National   Data  p^r                pj^jj 

1971  Amount  change  Amount  change 

Gross  national  product $1,050.4  $1,150.5  9.5  $1,260.0  9  5 

Personal   consumption   expenditures 664.9  720.7  S.4  784  5  8  9 

Durable  goods 103.5  116.5  12^6  128^4  102 

Nondurable  goods 278.1  298.9  7.5  323 1  8  1 

Services    283.3  305.3  7.8  333'0  9!l 

Gross  private  domestic  investment 152.0  178.4  17.4  196.5  10.1 

Fixed   investment   148.4  173.2  16.7  187  8  84 

Residential 42.6  53.5  25.6  53.3  -0.4 

Nonresidential   structures 38.4  41.7  8.6  46.4  11 3 

Producers'  durable  equipment 67.4  78.0  15.7  8S!l  12  9 

Change  in  inventories 3.6  5.2  -  8.7 

Net  exports 0.7  -3.9  -  -1.0 

Government   purchases   232.8  255.3  9.7  280.0  9.7 

Federal ___  97.8  106.8  9.2  113.0  5.8 

Defense 71.4  76.9  7.7  80.5  4.7 

Other 26.3  29.9  13.7  32.5  8.7 

State  and  local 135.0  14S.5  10.0  167.0  12.5 

Personal  income 861.4  934.7  8.5  1,015.0  8.6 

Less:  Personal  taxes  and  nontax  payments 117.0  140.4  20  0  146  5  4  3 

Federal 89.6  108.4  21.0  110.7  2^1 

State 27.4  32.0  16.8  35.8  11.9 

Disposable  income 744.4  794.3  6.7  868.5  9.3 

Savings    60.9  54.4  -10.7  63.9  17.5 

Savings  rate   (%) 8.2  6.S  -  7.4 

Corporate  profits  before  taxes $83.3  $94.4  13.3  $107.5  13.9 

Consumer  price  index   (1907  =  100) 121.3  125.3  3.3  129.6  3.4 

Civilian  labor  force  (000) 84,113  S6.643  3.0  88,383  2.0 

Unemployment  (000) 4,993  4,933  -1.2  4,563  -7.5 

Unemployment   rate   (%) 5.9  5.7  -  5.2 

Employment  (000) 79,120  81,710  3.3  83,820  2.6 

California   Data 

Personal  income $94.1  $102.2  8.6  $111.5  9.1 

Wages  and  salaries 62.6  6S.S  10.0  75.3  9.4 

Other  labor  income 3.5  4.0  13.9  4.4  10.1 

Proprietors'   income 7.2  7.5  4.3  8.0  6.3 

Property  income 13.0  13.5  4.1  14.2  5.5 

Transfer  payments 11.6  12.6  8.7  14.6  16.0 

Less:  Contributions  for  social  insurance 3.8  4.3  12.9  5.1  18.7 

Personal   taxes   10.5  13.4  27.9  13.6  1.4 

Federal  income  tax 9.2  11.2  21.8  11.5  2.8 

State  income  tax 1.3  2.2  70.7  2.1  -5.3 

Disposable  income  a 83.6  8S.8  6.2  97.9  10.3 

Taxable  corporate  profits 7,470  8,415  12.7  9,400  11.7 

Civilian  labor  force  (000) 8,621  8,818  2.3  9,025  2.3 

Unemployment   599  516  -13.9  490  -5.0 

Unemployment  rate  (%) 6.9  5.9  -  5.4 

Employment  (000) 8.022  8,302  3.5  8,535  2.8 

Nonagricultural  wage  and  salary  workers 6,932  7,215  4.1  7,450  3.3 

Mining    30  30  n.c.  30  n.c. 

Construction    301  327  8.6  315  -3.7 

Manufacturing    1,472  1,519  3.2  1,569  3.3 

Aerospace 440  454  3.2  470  3.5 

Other    1,032  1,065  3.2  1,099  3.2 

Transportation — communications — utilities 454  457  0.7  464  1.5 

Trade    1,554  1,625  4.6  1,690  4.0 

Finance — insurance— real  estate 386  409  6.0  429  4.9 

Services    ' 1,278  1,350  5.6  1,415  4.8 

Government   1,456  1,498  2.9  1,538  2.7 

Other  nonagricultural 802  806  0.5  810  0.5 

Agriculture   2S8  281  -2.4  275  -2.1 

Number  of  residential  building  permits  (000) 255  280  9.8  220  -21.4 

New  car  sales  (000) 1,004  1,080  7.6  1,100  1.9 

Taxable  sales $46.8  $54.0  15.3  $60.3  11.8- 

Consumer  price  index   (1967  =  100) 119.1  123.3  3.5  127.6  3.5 

a  Disposable  income  of  California  residents  represents  personal  income  less  federal  and  state  personal  income  taxes.  Other  personal  tax 

and  nontax  payments  have  not  been  deducted. 
NOTE :  Totals  may  not  add  due  to  rounding.  Percentages  have  been  computed  from  unrounded  data. 
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Nonresidential  construction  will  be  unchanged  in  real 
terms,  but  up  7  percent  in  dollar  terms  to  account 
for  price  increases.  Residential  building  is  likely  to 
taper  during  the  year.  From  census  data  now 
available,  it  appears  that  some  overbuilding  has  taken 
place  in  the  state,  especially  of  multifamily  units. 
Vacancy  rates — already  high  in  some  areas — will 
continue  up  gradually,  leading  to  eventual  cutbacks 
in  the  number  of  units  built.  It  is  expected  that  220,- 
000  housing  units  will  be  authorized  during  the 
coming  year,  a  21  percent  decline  from  1972.  Even 
at  this  level,  residential  building  will  be  a  strong 
factor  in  the  economy. 

The  forecast  for  1974  assumes  further  expansion, 
although  at  a  more  moderate  pace  than  during  the 
two  prior  years.  A  further  above-average  increase 
in  employment  will  support  the  rise  in  personal  in- 
come— expected  to  amount  to  $121  billion.  Another 
reduction  in  housing  activity  is  also  anticipated  with 
starts  reduced  to  175,000  units,  close  to  long-term 
demand  levels. 

It  has  been  assumed  in  the  forecast  for  both  1973 
and  1974  that  the  state  has  already  felt  the  effects 
of  winding  down  the  Vietnam  war  and  there  will  be 
no  further  impact  on  the  economy  when  a  peace  treaty 
is  finally  signed.  In  addition,  no  attempt  has  been 
made  to  estimate  the  impact  on  the  state  of  significant 
defense  cuts  resulting  from  the  national  budget  ceil- 
ing. It  may  be  anticipated,  however,  that  California 
will  share  proportionately  in  any  reductions  in  base 
activities  and  the  number  of  both  military  and  civilian 
personnel.  Quantification  of  the  likely  impact  will  be 
undertaken  when  more  definite  information  on  the 
nature  and  extent  of  federal  spending  limitations  be- 
comes available. 

GENERAL  FUND  REVENUE 

Almost  81  percent  of  aggregate  state  revenue  is 
deposited  in  the  General  Fund.  This  includes  collec- 
tions from  such  levies  as  those  on  sales  of  tangible 
personal  property,  personal  income,  corporate  profits 
and  insurance  premiums.  For  the  most  part,  these 
taxes  are  geared  directly  to  business  conditions. 
Hence,  the  estimates  of  revenue  from  each  source  flow 
directly  from  the  economic  assumptions  outlined 
above.  The  influence  of  these  economic  factors  upon 
the  various  tax  bases  and  the  methods  used  in  prepar- 
ing the  budget  revenue  estimates  are  summarized  in 
the  following  material. 

Sales  and  Use  Tax— $3,000,000,000 

A  state  tax — presently  at  3|  percent  but  changing 
to  4f  percent  in  June  1973 — is  imposed  on  the  sale  or 
use  of  tangible  personal  property  for  final  consump- 
tion. An  additional  1J  percent  tax  is  collected  by  the 
state  for  local  government,  but  this  is  not  state  reve- 
nue and  is  not  included  in  budget  totals.  Also  ex- 
eluded  from  the  budget  totals  is  the  \  percent  tax 
levied  in  Alameda,  Contra  Costa,  and  San  Francisco 
counties  for  support  of  the  Bay  Area  Rapid  Transit 
District. 

There  are  many  exemptions  from  the  sales  tax,  the 
most  significant  of  which  are  food  for  off-permises 
consumption,  other  than  hot  take-out  food ;  gas,  elec- 
tricity, and  water  supplied  by  utilities;  and  prescrip- 


tion drugs.  Since  the  tax  applies  only  to  tangible  per- 
sonal property,  sales  of  all  types  of  services  are 
excluded,  as  are  sales  of  other  intangibles  such  as 
patents,  copyrights  and  securities.  Because  buildings 
and  land  are  real  property  rather  than  personal  prop- 
erty, no  tax  is  levied  on  the  sale  or  rental  of  a  new  or 
existing  building,  but  the  materials  used  in  construc- 
tion are  subject  to  tax.  The  final  consumer  may  be  a 
business  instead  of  a  person,  so  the  tax  base  includes 
products  for  business  use  such  as  industrial  machinery 
and  office  supplies. 

Three  major  bills  were  enacted  in  1971  and  1972 
which  affect  the  -.. ^es  tax  in  the  current  and  budget 
years.  Chapter  1400,  1971  Regular  Session,  (SB  325), 
operative  July  1,  1972,  provided  additional  local 
revenue  for  support  of  public  transit  systems  by  re^ 
ducing  the  state  tax  rate  from  4  to  3f  percent,  raising 
the  county  rate  from  1  to  li  percent  and  removing 
the  sales  tax  exemption  on  gasoline.  Any  additional 
money  produced  by  this  bill  which  would  otherwise 
go  to  the  General  Fund  is  to  be  transferred  to  the 
new  State  Transportation  Fund.  However,  it  is  esti- 
mated that  SB  325  will  result  in  a  General  Fund 
revenue  loss  in  1972-73  and  1973-74  of  about  $4  and 
$10  million,  respectively. 

Chapter  1741,  1971  Regular  Session,  (AB  2109), 
operative  January  1,  1972,  exempted  candy  and  chew- 
ing gum  from  the  sales  tax  and  imposed  the  tax  on 
hot  take-out  food.  It  also  changed  the  method  of  ap- 
plying the  auto  use  tax  to  correct  a  downward  bias 
in  valuation  of  used  vehicles.  It  is  estimated  this  legis- 
lation increased  revenue  by  $4  million  in  1971-72,  and 
will  raise  revenues  by  $8  and  $11  million  in  1972-73 
and  1973-74,  respectively. 

Chapter  1406,  1972  Regular  Session,  (SB  90),  pro- 
vides for  an  increase  in  the  state  sales  tax  rate  from 
3j  percent  to  45  percent,  operative  June  1,  1973.  It  is 
anticipated  that  this  bill  will  generate  $51  million  in 
1972-73  and  $623  million  in   1973-74. 

Taxable  sales  in  calendar  1972  are  estimated  at 
$54.0  billion,  up  15.3  percent  from  1971.  The  strongest 
gain  was  in  the  automotive  group,  up  33.9  percent, 
largely  attributable  to  the  removal  of  the  sales  tax 
exemption  on  gasoline  in  July  1972.  The  building  ma- 
terial sales  component,  up  15.7  percent,  reflected  the 
recent  housing  boom,  and  sales  by  manufacturers  and 
wholesalers,  up  13.4  percent,  are  consistent  with  the 
high  investment  in  plant  and  equipment  shown  in  the 
national  income  accounts. 

In  1973,  taxable  sales  are  estimated  at  $60.3  billion, 
up  11.8  percent.  The  automotive  group  is  expected  to 
increase  substantially  again — up  21.2  percent  reflect- 
ing the  first  full  year  of  gasoline  being  subject  to  the 
sales  tax.  Other  components  increase  at  rates  consist- 
ent with  the  anticipated  slowdown  in  building  and  a 
moderation  in  economic  expansion  in  the  latter  part 
of  1973. 

Total  taxable  sales  in  1974  are  estimated  at  $64.3 
billion,  up  6.6  percent.  Sales  trends  in  1974  again  re- 
fleet  strong  but  more  normal  growth  of  the  economy. 
Taxable  sales  are  estimated  by  two  methods.  One 
method  utilizes  a  multiple  regression  equation  to  esti- 
mate total  sales  in  constant  dollars  using  as  independ- 
ent variables  personal  disposable  income  in  constant 
dollars,  the  number  of  wage  and  salary  workers  in 
manufacturing  and  construction,  the  number  of  neTr 
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vehicles  sold  and  the  savings  rate.  Sales  in  constant 
dollars  are  then  converted  to  current  dollars  by  appli- 
cation of  the  appropriate  price  factor.  A  second  esti- 
mate is  made  by  classifying  taxable  sales  into  15 
homogeneous  groups,  each  of  which  is  related  to  an 
appropriate  factor.  The  two  estimates  are  then  recon- 
ciled. The  final  results  are  shown  below. 

TABLE  5 

Taxable  Sales  in  California 
(In  millions) 

Percent  Percent  Percent 

1971         1972      Change      1973     Change       1974     Change 

Retail  stores  except 
automobiles  and 
building    $21,705     $23,755       9.4     $26,320     10.8     $28,410     7.9 

Motor  vehicle  dealers 
—auto   parts,   etc.         7,976       10,680     33.9       12.940     21.2       13,670     5.6 

Building  material  sales 
including  contrac- 
tors            4,762         5,510     15.7         5.820       5.6         6.070     4.3 

Manufacturing,  whole- 
sale and  miscel- 
laneous           12.371       14.025     13.4       15.240       8.7       16.170     6.1 

Total    $46,815     $53,970     15.3     $60,320     11.8     $64,320     6.6 

Note:  These  figures  include   the  effect  of  Chapter    1400    (SB   325)    (gasoline)    and 
Chapter  1741   (AB  2109)    (candy,  hot  food,  and  auto  use  tax). 

Sales  and  use  tax  receipts,  including  revenue  at- 
tributable to  audit  activities  of  the  Board  of  Equaliza- 
tion, and  including  the  effects  of  legislation  described 
above,  are  shown  below  : 

1971-72   (Actual)    $2,015,093,478 

1972-73    (Estimated)    $2,262,000,000 

1973-74    (Estimated)    $3,000,000,000 

Personal  Income  Tax-$2,175,000,000 

The  income  tax  is  based  on  the  amount  of  taxable 
income  received  by  taxpayers,  computed  by  deducting 
from  adjusted  gross  income  either  all  itemized  deduc- 
tions or  the  standard  deduction  of  $1,000  for  single  or 
$2,000  for  joint  returns.  Progressive  tax  rates  ranging 
from  1  percent  on  the  first  $2,000  taxable  income  for 
single  returns  ($4,000  for  joint  returns)  to  11  percent 
on  taxable  income  in  excess  of  $15,500  for  single  re- 
turns ($31,000  for  joint  returns)  are  applied  to  yield 
the  computed  tax.  A  credit  of  $25  or  $50  for  single  or 
joint  returns,  respectively,  plus  $8  for  each  dependent, 
is  allowed  against  the  computed  tax  to  derive  the  tax- 
payer's actual  liability." 

Income  tax  revenue  is  determined  largely  by  the 
amount  and  type  of  income  received  by  Californians. 
The  revenue  attributable  to  each  type  of  income  fluc- 
tuates from  year  to  year  in  response  to  changes  in 
the  amount  of  income  received  from  each  source,  and 
changes  in  the  distribution  of  income  among  income 
brackets.  Estimated  distributions  for  1971,  1972,  and 
1973  are  shown  below. 

TABLE  6 
Percent  of  Tax  Attributable  to  Each  Type  of  Income 

Actual  Estimated  Estimated 

Type  of  Income  1971  1972  1973 

Wages  and  salaries 67.1  68.S  69.9 

Business 13.8  12.8  12.6 

Capital   gains 5.6  5.9  6.3 

Dividends    4.8  4.4  3.9 

Interest    4.6  4.2  3.8 

Rent  and  miscellaneous 4.1  3.9  3.5 

Total    100.0  100.0  100.0 

Income  from  the  various  sources  is  distributed  dif- 
ferently among  income  brackets  as  is  illustrated  below 
for   wages   and   salaries   and   capital    gains.    A    com- 


parable loss  or  gain  in  income  from  wages  and  salaries 
and  capital  gains  does  not  have  the  same  impact  on 
state  income  tax  revenues.  Since  capital  gains  income 
is  skewed  towards  the  higher  income  brackets,  higher 
tax  rates  are  applied  to  the  taxable  portion  of  gains 
and  the  effect  on  state  revenue  is  substantially  larger 
than  a  comparable  gain  in  wage  and  salary  income. 

TABLE  7 

Percent  of  Tax  Attributable  to  Wages  and  Salaries 
and  Capital  Gains  by  Income  Class,  1971 

Adjusted  Wages  and  Capital 

Gross   Income  Salaries  Gains 

$0-$9.999 9.3  1.1 

10.000-24.999 60.1  10.7 

25.000-49.999 20.4  16.9 

50,000-99.999 7.0  18.7 

100.000  and  over 3.2  52.6 

Total 100.0  100.0 

The  revenue  from  each  type  of  income  is  estimated 
separately.  The  estimates  of  tax  attributable  to  wages 
and  salaries,  dividends,  interest,  and  business  income 
are  derived  from  equations  relating  receipts  from  each 
tax  to  its  personal  income  component.  Estimated  re- 
ceipts from  rental  and  miscellaneous  income  are  based 
on  an  analysis  of  past  trends.  The  tax  attributable  to 
capital  gains  is  estimated  by  an  equation  using  the 
price  and  volume  of  shares  sold  on  the  New  York 
Stock  Exchange. 

Since  January  1972  part  of  the  personal  income  tax 
has  been  collected  through  a  system  of  withholding 
and  declarations  of  estimated  tax.  Withholding  re- 
quires that  the  employer  deduct  income  tax  from  pay- 
checks and  remit  to  the  state  specific  amounts  to  be 
applied  against  the  employee's  state  income  tax  liabil- 
ity the  next  April.  Employers  withholding  more  than 
$100  per  month  are  required  to  remit  monthly  while 
other  employers  must  remit  quarterly.  A  quarterly 
estimated  tax  payment  is  also  required  of  those  tax- 
'  payers  whose  tax  due  in  April  is  expected  to  be  at 
least  $100  more  than  the  amount  withheld.  The  esti- 
mate payments  are  due  on  the  15th  day  of  April, 
June,  September  and  January. 

A  special  20  percent  "forgiveness"  tax  credit  was 
allowed  against  1971  tax  liabilities  to  partially  com- 
pensate taxpayers  for  having  to  pay  additional  income 
tax  in  the  year  when  the  withholding  system  began. 
This  credit  reduced  tax  receipts  by  $241  million  in 
1971-72. 

The  development  of  the  current  and  budget  year 
income  tax  revenue  estimates  was  based  on  projec- 
tions of  total  income  year  assessments.  These  estimates 
were  converted  to  the  withholding  base  by  adjusting 
for  increased  compliance,  accelerated  collections  and 
the  phaseotit  of  certain  filing  enforcement  activities. 
Then,  based  on  the  experience  of  other  states  and  the 
federal  government,  and  California's  experience  with 
withholding  to  date,  the  estimates  of  calendar  year 
assessments  were  allocated  among  the  various  methods 
of  collection  (withholding,  declarations,  miscellaneous 
and  refunds)  and  distributed  monthly  to  arrive  at 
fiscal  year  revenue  totals. 

Four  bills  were  enacted  in  1972  which  significantly 
affect  the  personal  income  tax;  in  the  budget  year. 
(1)  Chapter  1406  (SB  90)  institutes  a  new  provi- 
sion under  which  a  renter  may  claim  an  income 
tax  credit  of  from  $25  to  $45  (depending  on  income) 
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against  his  1973  income  tax  liability.  If  his  liability 
is  less  than  the  amount  of  the  allowable  credit  he  may 
claim  a  refund  for  the  excess.  The  credit  portion  of 
this  provision  is  expected  to  reduce  revenue  by  $70 
million — the  refund  will  result  in  a  $40  million  ex- 
penditure. (2)  Chapter  1359  (AB  339)  liberalizes  the 
military  pav  exclusion  and  will  reduce  revenue  by  $2 
million.  (3)  Chapter  1429  (AB  984)  conforms  Cali- 
fornia law  with  the  federal  "surviving  spouse"  pro- 
vision and  will  reduce  revenue  by  $1  million.  (4) 
Chapter  1260  (AB  1724)  allows  a  sliding  scale  income 
tax  credit  of  up  to  $125  per  child  for  the  cost  of 
educating  dependents  in  private  elementary  and  sec- 
ondary schools,  and  is  expected  to  reduce  revenue  by 
another  $16  million. 

Total  revenues  for  the  years  covered  by  this  budget, 
after  adjusting  for  1972  legislation  (exclusive  of  the 
refund  portion  of  the  renter  relief)  are  as  follows: 

1971-72  (Actual) $1*785.617.985 

1972-73  (Estimated) $1,99.1.000.000 

1973-74  (Estimated) $2,175,000,000 

Bank  and  Corporation  Tax — $995,000,000 

The  bank  and  corporation  tax  has  two  components : 
the  franchise  tax,  which  is  levied  for  the  privilege  of 
doing  business  in  California  in  the  succeeding  year; 
and  the  corporation  income  tax,  which  is  levied 
against  corporations  doing  business  only  indirectly  in 
this  state,  such  as  by  mail-order  sales.  Revenue  collec- 
tions from  these  sources  in  the  current  and  budget 
years  depend  upon  corporate  profits  from  operations 
in  California  during  1972,  1973  and  1974.  The  tax 
for  1972-73  has  been  estimated  from  responses 
solicited  from  a  stratified  sample  of  corporations 
doing  business  in  California  in  all  industries;  this 
sample  represents  almost  one-half  of  the  tax  base. 
Eesults  indicate  that  taxable  income  for  every  in- 
dustry group  will  be  higher  than  previous  levels,  as 
shown  by  the  following  table: 

TABLE  8 

Taxable  Corporate  Income  in  California* 
(In  millions) 

Percent  Percent 

Industry  1970  1971  chanoe  1972  change 

Agriculture     $76  $87  14.5  $102  17.2 

Mining  and  oil  production  237  273  15.2  296  8.4 

Construction 240  248  3.3  255  2.8 

Manufacturing 2.195  2.548  16.1  3.050  19.7 

Trade     1,518  1,656  9.1  1,708  3.1 

Service    429  454  5.8  544  19.8 

Financials  (subject  to 

bank    tax)    627  70S  12.9  900  27.1 

Real  estate  and  other 

fmancials    476  617  29.6  628  1  8 

Utilities    874  879  0.6  932  6.0 

Totals      $6,672  $7,470  12.0  $8,415  12.7 

*  These  figures  represent  income  of  corporations  with  accounting  periods  ending 
August  1  of  the  year  shown  through  July  31  of  the  following  year;  this 
method  of  reporting  roughly  approximates  the  federal  system  of  reporting 
corporate  profits  in  the  year  earned. 

To  estimate  the  California  corporate  tax  base  for 
1973-74,  an  analysis  was  made  of  the  ratios  of  Cali- 
fornia to  United  States  corporate  profits  in  the  post- 
war period.  In  general,  taxable  corporate  income  in 
this  state  varies  less  from  year  to  year  than  corporate 
profits  nationally  because  a  larger  percentage  of  such 
income  in  California  is  outside  the  volatile  manufac- 
turing industries.  Giving  consideration  to  those  fac- 
tors which  will  have  a  significant  impact  on  both  the 
California  and  national  economies  in  the  coming  two 
years,  it  is  estimated  that  taxable  California  corporate 
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income  will  reach  $9.4  billion  in  1973.  California  cor- 
porate income  is  therefore  expected  to  increase  12.7 
percent  during  1972  and  11.7  percent  during  1973, 
while  rational  increases  of  13.3  percent  and  13.9  per- 
cent are  expected  during  the  two  periods.  These 
growth  rates  result  in  a  decrease  in  the  ratio  of  Cali- 
fornia to  United  States  corporate  profits  which  is 
typical  of  those  recent  years  in  which  the  growth  in 
profits  has  been  strong  nationally. 

Significant  changes  were  made  in  the  tax  law  dur- 
ing the  1971  and  1972  legislative  sessions  which  re- 
sulted in  substantial  growth  in  the  tax  during  the 
current  and  budget  periods. 

Chapter  1406  (SB  90),  enacted  during  the  1972 
Regular  Session,  increased  the  rate  of  taxation  on  cor- 
porations to  9  percent,  as  of  July  1,  1973.  This  will  in- 
crease revenues  by  an  additional  $116  million  during 
the  budget  year.  The  act  also  increased  the  business 
inventory  exemption  from  30  percent  to  45  percent, 
thereby  increasing  taxable  profits  by  the  amount  no 
longer  deductible  as  property  tax.  However,  it  is  an- 
ticipated that  this  increased  profit  allowance  will  be 
largely  offset  by  the  increased  deduction  claimed  by 
corporations  from  sales  tax  at  the  new  6  percent  level. 

After  adding  payments  attributable  to  audit  activi- 
ties of  the  Franchise  Tax  Board  and  adjusting  for 
legislation,  total  revenue  is  estimated  as  follows: 

1971-72  (Actual)  - $662,521,906 

1972-73  (Estimated)    $N1 5,000.000 

1973-74  (Estimated) $995,000,000 

Inheritance  and  Gift  Taxes — $31 1,300,000 

The  inheritance  tax  is  imposed  on  the  right  to  in- 
herit property  or  succeed  to  property  transferred  in 
contemplation  of  death.  Any  other  gift  of  property  in 
excess  of  $3,000  per  donee  is  subject  to  the  gift  tax. 
Both  laws  apply  the  same  rate  and  exemption  sched- 
ule. The  rate  of  taxation  varies  according  to  the  size 
of  the  transfer  and  the  relationship  of  the  recipient 
to  the  decedent  or  donor.  The  exemptions  granted  to 
each  class  of  donee  also  decrease  as  the  relationship 
recedes.  State  revenue  from  these  taxes  is  therefore 
contingent  upon  the  number  of  transfers  made  during 
the  year,  the  value  of  estates  or  gifts  at  the  time  of 
death  or  transfer,  and  the  relationship  between  the 
decedent  or  donor  and  the  beneficiary. 

Chapter  1,  1971  First  Extraordinary  Session  (AB 
1),  brought  the  inheritance  tax  into  conformity  with 
the  federal  estate  tax  by  abolishing  the  5  percent  dis- 
count for  early  payments  and  shortening  the  delin- 
quency period  from  24  months  to  9  months  on  all 
deaths  occurring  on  or  after  December  8,  1971.  Thus, 
revenues  for  the  current  and  budget  years  will  in- 
clude payments  under  both  the  old  and  the  new  laws. 

Chapter  1741,  1971  Regular  Session  (AB  2109), 
effective  January  1, 1972.  brought  California's  gift  tax 
law  into  conformity  with  its  federal  counterpart  by 
making  payments  due  one  month  and  15  days  after 
the  close  of  the  calendar  quarter  in  which  the  gift 
was  made.  Prior  to  the  law  change,  the  tax  was  due 
April  15  of  the  year  following  the  endowment. 

Because  stocks  and  real  estate  constitute  the  major 
components  of  estates,  strong  growth  in  inheritance 


tax  receipts  is  projected  for  1973-74  consistent  with 
the  outlook  for  continued  economic  expansion.  It  is 
anticipated  that  the  projected  strong  gains  in  both 
personal  income  and  stock  market  prices  will  be  re- 
flected in  a  higher  value  of  gifts  resulting  in  a  sig- 
nificant growth  in  tax  receipts  in  1973-74.  Estimated 
total  revenue  is  shown  below : 


(In  thousands) 

Actual 
1971-72 

Estimated 
1972-73 

Estimated 
1973-74 

Inheritance   tax 
:?ift.  tax 

$200,374 

19,818 

$265,000 

19,800 

$2!>0.000 
21,300 

Total    $220,192       $284,S00       $311,300 

Cigarette  Tax— $255,000,000 

An  excise  tax  of  ten  cents  per  pack  is  levied  on  the 
distribution  of  cigarettes  in  California.  Seventy  per- 
cent of  the  revenue  collected  is  deposited  in  the  State 
General  Fund,  with  the  remainder  apportioned  to 
counties  and  cities. 

A  projection  of  the  total  number  of  taxable  ciga- 
rettes distributed  in  the  current  and  budget  year  is 
the  basis  for  the  cigarette  tax  estimate.  Since  the 
1967,  1968  and  1969  declines  in  taxable  distributions, 
total  consumption  has  increased  steadily.  It  is  esti- 
mated that  taxable  distributions  will  be  2.530  billion 
packs  in  1972,  and  2.542  and  2.595  billion  in  1973 
and  1974,  respectively.  Revenues  based  upon  these 
factors  are  as  follows: 

(In  thousands) 

Actual  Estimated  Estimated 

1971-72  1972-73  1973-74 

General  Fund $173,497  $176,100  $17.S,500 

Special  fund     73,926  75,400           76,500 

.   Total    $247,423       $251,500       $255,000 

Insurance  Tax — $202,600,000 

Each  year,  foreign  and  domestic  insurance  com- 
panies pay  a  state  tax  for  the  privilege  of  doing  busi- 
ness in  the  preceding  calendar  year.  The  tax  is  based 
on  the  amount  of  gross  premiums  written  during  the 
previous  year  less  return  premiums  due  to  cancella- 
tion of  policies  or  a  reduction  in  rates.  The  rate  in 
most  instances  is  2.35  percent ;  pension  and  profit 
sharing  plans  are  taxed  at  0.5  percent,  while  ocean 
marine  insurers  and  surplus  lines  brokers  are  taxed  at 
5  percent  and  3  percent,  respectively. 

Insurance  companies  may  deduct  from  their  gross 
premiums  tax  the  amount  of  real  property  taxes  paid 
on  their  principal  or  home  offices  in  California.  If  the 
insurer  is  a  domestic  company  which  occupied  or  com- 
menced construction  of  such  principal  office  before 
January  1,  1970,  and  was  organized  under  California 
law  before  1967,  it  may  deduct  the  full  amount  of  the 
property  tax  from  the  gross  premiums  tax  regardless 
of  the  space  occupied.  All  other  insurers  may  deduct 
only  that  portion  of  real  property  taxes  represented 
by  the  ratio  of  office  space  actually  occupied  by  the 
company  to  the  total  office  space  in  the  building.  In 
1971,  135  insurers  claimed  $13,922,000  in  principal 
office  deductions.  For  the  current  year,  it  is  expected 
that  some  145  companies  will  claim  $15  million  in 
principal  office  deductions — an  increase  of  8  percent 
over  the  previous  year.  The  budget  year  estimate 
anticipates  a  rise  in  deductions  to  $16  million. 


All  companies  with  a  tax  liability  in  excess  of 
$5,000  are  required  to  make  prepayments  on  May  15, 
August  15,  and  November  15.  These  payments  are 
each  26.5  percent  of  their  previous  calendar  year's 
liability;  the  remainder  of  the  tax  is  due  on  April  1 
of  the  following  year. 

The  insurance  tax  estimate  is  based  on  responses  to 
a  questionnaire  sent  to  a  sample  of  90  companies, 
which  transact  over  62  percent  of  the  insurance  busi- 
ness done  in  California.  The  sample  responses  contain 
projections  of  premium  growth  for  the  current  year 
and  for  the  budget  year  for  specific  lines  of  insurance 
and  for  all  lines.  From  these  projections,  an  estimate 
is  obtained  for  the  insurance  industry  as  a  whole. 

The  estimated  tax  for  the  current  and  budget  year 
compared  to  the  actual  tax  collected  in  fiscal  year 
1971-72  is  shown  below : 

1971-72  (Actual)   $170,178,550 

1972-73   (Estimated)   189,000,000 

1973-74  (Estimated) 202,600,000 

Alcoholic  Beverage  Taxes — $1 40,565,000 

Excise  taxes  levied  on  the  distribution  of  alcoholic 
beverages  range  from  one  cent  per  gallon  on  dry  wine 
to  $2.00  per  gallon  on  distilled  spirits.  These  excise 
taxes  on  distilled  spirits,  beer  and  wine,  along  with 
fees  received  from  licenses  required  for  the  manufac- 
ture and  sale  of  alcoholic  beverages,  constitute  the 
main  revenue  sources  from  alcoholic  beverages. 

With  the  exception  of  sweet  wine,  adult  per  capita 
consumption  of  alcoholic,  beverages  has  been  steadily 
increasing.  The  per  capita  consumption  of  distilled 
spirits,  beer,  dry  wine  and  sparkling  wine  has  shown  a 
strong  correlation  with  per  capita  personal  income 
received  in  California.  Novelty  wines  have  apparently 
attracted  new  customer  groups  and  arrested  the  de- 
cline in  per  capita  consumption  of  sweet  wine. 

Based  on  the  expected  rise  in  per  capita  personal 
income  in  California,  the  following  per  capita  con- 
sumption of  the  different  alcoholic  beverages  is  esti- 
mated : 

Apparent  Adult  Per  Capita  Consumption 
(In  gallons) 

Actual  Estimated  Estimated  Estimated 

1971  1972  1973  1974 

Distilled  spirits 3.66  3.72  3.80  3.85 

Beer 29.54  30.45  31.25  31.95 

Dry  wine   3.67  4.11  4.50  5.00 

Sweet  wine 1.05  1.07  1.07  1.07 

Sparkling  wine .33  .34  .35  .36 

A  buildup  of  beer  inventories  in  April,  May  and 
June  of  1973  is  assumed  in  anticipation  of  a  strike. 
This  will  inflate  the  1972-73  tax  receipts  but  will  not 
affect  calendar  year  consumption. 

Revenues  from  liquor  license  fees  are  divided  be- 
tween the  General  Fund  and  the  Alcoholic  Beverage 
Control  Fund.  The  General  Fund  receives  all  fees 
for  new  licenses,  service  charges,  fees  to  enforce  fair 
trade  regulations,  and  all  license  transfer  fees.  All 
other  fees,  mainly  license  renewal  fees,  accrue  to  the 
Alcoholic  Beverage  Control  Fund.  Ten  percent  of  this 
fund  is  transferred  to  the  General  Fund ;  the  remain- 
der is  apportioned  to  cities  and  counties. 

Estimated  revenues  for  the  current  and  budget 
years,  compared  with  the  actual  revenue  for  1971-72 
are  shown  below. 
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TABLE  9 

Alcoholic  Beverage  Taxes  and  Fees 

(In  thousands) 


Distilled   spirits 

Beer    

Dry  wine 

Sweet   wine 

Sparkling  wine  _ 


Actual 
1971-72 

$94,717 

17,374  * 


Estimated 
1972-73 
$98,000 
16,100 
565 
285 
1,350 


Estimated 

1973-74 

$101,500 

15,900 

630 

275 

1,395 


Total   Excise  Taxes   __. 
Liquor  License  Fees 


$112,091       $116,300       $119,700 
20,082  21,230  20,865 


Total  Taxes  and  Fees   __       $132,173  $137,530       $140,565 

General  Fund $119,559  $123,400      $127,065 

Special  fund $12,614  $14,130         $13,500 

*  Cannot  be  separated  due  to  credits  and  adjustments. 

Horse  Racing  Tax — $75,256,000 

The  major  portion  of  horse  racing  revenue  is  de- 
rived from  a  license  fee  imposed  on  the  total  pari- 
mutuel  handle  (amount  wagered)  at  each  race  meet. 
The  license  fee  rate  to  be  applied  at  each  meet  is 
dependent  tfn  the  total  handle  at  that  meet.  A  5.5 
percent  rate  is  applied  at  all  meets  which  handle  less 
than  $20  million.  For  those  tracks  which  handle  more 
than  $20  million,  a  6.10  percent  base  rate  is  applied 
to  the  first  $20  million  wagered  and  another  rate, 
ranging  from  5.70  percent  to  7.45  percent  depending 
on  the  total  handle,  is  applied  to  the  handle  in  excess 
of  $20  million. 

In  addition  to  the  license  fees  collected  on  the 
amount  wagered,  the  state  receives  all  the  breakage 
(the  odd  cents  not  paid  to  winning  ticket  holders) 
attributable  to  the  handle  in  excess  of  $50  million  at 
each  track  where  the  total  handle  is  less  than  $125 
million.  At  those  tracks  where  the  total  parimutuel 
pools  exceed  $125  million  (Santa  Anita  and  Holly- 
wood Park),  the  state  collects  one-half  of  the  breakage 
of  the  first  $24  million  wagered  and  all  of  the  break- 
age attributable  to  the  handle  in  excess  of  $24  million. 

The  other  sources  of  horse  racing  revenue  are :  un- 
claimed parimutuel  tickets,  occupational  license  fees, 
fines  and  penalties,  and  miscellaneous  revenue. 

The  projection  of  the  amount  of  horse  racing  reve- 
nue to  be  collected  in  the  fiscal  year  is  based  on  esti- 
mates of  the  average  daily  handle  for  each  race  track 
for  that  year,  taking  into  consideration  past  experi- 
ence, law  changes,  and  revisions  in  the  racing  calen- 
dar. 

Total  parimutuel  handle,  total  receipts  from  horse 
racing,  and  final  distribution  among  the  various  funds 
are  shown  below. 

TABLE   10 

Sources  and  Distribution  of  Horse  Racing  Revenue 
(In  thousands) 


Actual 


Estimated 


Estimated 


Total  Parimutuel  Pools 

Receipts : 

Parimutuel   license   fees_~ 

Breakage 

Unclaimed  parimutuel 

tickets    

Occupational  license  fees, 
fines  and  penalties,  mis- 
cellaneous revenue  

Total  Revenue 

Distribution  : 

General  Fund 

Fair  and  Exposition 

Fund    

Wildlife  Restoration 

Fund    


1971-72  1972-73  1973-74 

$946,913       $988,175    $1,031,140 


63,420 
4,982 

647 


331 

$69,380 

$60,580 

8,050 

750 


65,815 
5,108 

621 


363 


68,848 
5,372 

640 


396 


$71,907 

$62,995 

8,162 


$75,256 
$63,008 
11,498 
750  750 


Private  Car  Tax — $6,260,000 

Railroad  cars  owned  by  companies  other  than  rail- 
roads are  taxed  by  the  state  rather  than  by  local 
governments.  The  statewide  property  tax  rate  during 
the  preceding  fiscal  year  is  applied  against  assessed 
valuations  as  determined  by  the  State  Board  of  Equal- 
ization. 

Based  on  assessed  value  of  $50.3  million  and  a  rate 
of  $11.43  per  $100  of  assessed  value,  current  year  col- 
lections will  total  $5,759,000.  Actual  collections  in 
1971-72  were  $4,552,000.  Collections  for  1973-74  are 
estimated  at  $6,260,000. 

Nontax  Receipts— $199,049,000 

Miscellaneous  receipts  for  the  General  Fund  will 
total  $199,049,000  in  the  budget  year,  an  increase  of 
$2,133,000  from  the  corresponding  figure  for  the  cur- 
rent period  and  up  $23,667,000  from  1971-72.  Mis- 
cellaneous revenue  is  made  up  of  five  categories : 
medical  aid  reimbursements — $46.8  million ;  interest 
income — $64.2  million  ;  pay  patients  and  county  board 
charges  at  hospitals — $21.9  million;  traffic  penalties — 
$17  million ;  and  all  other — primarily  charges  for 
certain  services  to  business  and  individuals  and  sales 
of  property — $49.2  million. 

SPECIAL  FUND  REVENUE 

Provisions  of  the  State  Constitution,  codes  and 
statutes  restrict  the  use  of  certain  revenue  for  specified 
purposes,  and  these  receipts  are  separately  accounted 
for  in  various  special  funds.  In  general,  they  comprise 
three  categories  of  income:  (1)  receipts  from  broad 
tax  levies  which  are  allocated  to  specified  functions; 
(2)  charges  for  special  services  to  specific  groups; 
and  (3)  rentals,  royalties  and  other  receipts  ear- 
marked for  particular  purposes.  Motor  vehicle  taxes 
and  fees  illustrate  the  first  of  these  classes.  License 
fees  for  the  regulation  of  business  and  professions 
are  typical  of  the  second.  Oil  and  gas  royalties,  now 
assigned  primarily  to  capital  outlay  for  public  higher 
education  and  water  development,  are  examples  of  the 
third.  In  addition,  interest  received  by  the  investment 
of  special  fund  money  is  deposited  in  the  fund  for 
which  the  investments  are  held. 

Motor  vehicle  taxes  and  fees  account  for  84  percent 
of  all  special  fund  revenue.  Principal  sources  of  this 
income  are  the  motor  vehicle  fuel  taxes,  registration 
and  weight  fees,  and  vehicle  license  fees.  During  the 
1973-74  fiscal  year,  $1,420,300,000  will  be  derived 
from  the  ownership  or  operation  of  motor  vehicles. 
Approximately  $643  million  of  this  revenue  will  be 
returned  to  local  governments.  The  remainder  will  be 
available  for  various  activities  related  to  state  high- 
ways and  services  to  vehicle  owners. 

Thirty  percent  of  the  cigarette  tax  revenue  is  now 
deposited  in  a  special  fund  for  distribution  to  the 
cities  and  counties.  In  1973-74,  receipts  for  this  fund 
are  estimated  at  $76.5  million. 

Charges  for  special  services  to  industry,  business 
and  the  professions,  together  with  hunting,  fishing 
and  liquor  licenses  and  other  regulatory  fees,  will 
amount  to  $86.4  million  in  1973-74.  Rents,  royalties 
and  other  miscellaneous  receipts  are  estimated  to  total 
$97.7  million.  Interest  from  investments  held  for  the 
various  special  funds  is  projected  at  $10.1  million. 
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Motor  Vehicle  Fuel  Taxes — $798,150,000 

Taxes  levied  on  the  manufacture,  sale  or  distribution 
of  motor  vehicle  fuel  for  use  in  vehicles  operated  on 
the  state's  public  road,ways,  constitute  the  major 
source  of  California 's  highway  financing.  Gasoline  tax 
revenues  are  estimated  on  the  basis  of  average  gasoline 
consumption  per  vehicle;  672.5  gallons  is  projected 
for  the  current  year  and  676.2  gallons  for  the  budget 
jrear.  Average  per  vehicle  consumption  was  660.0 
gallons  in  1971-72.  The  significant  increase  in  con- 
sumption is  attributable  to  required  smog  control 
devices  and  the  expanding  use  of  low  lead  gasoline. 
Together,  these  factors  work  to  reduce  the  efficiency 
of  engines.  Estimated  tax  receipts  are  computed  by 
applying  the  seven  cent  per  gallon  tax  rate  to  total 
gallon  age. 

Highway  consumption  of  diesel  fuel  is  estimated 
by  projecting  a  trend  based  on  past  tax  collections 
with  adjustments  made  for  changes  in  economic  ac- 
tivity. The  tax  rate  is  seven  cents  per  gallon  on 
diesel  fuel,  with  the  exception  of  local  transit  systems 
which  pay  one  cent  per  gallon. 

Revenues  from  motor  vehicle  fuel  taxes  are  shown 
below : 

(In  thousands) 

Actual  Estimated  Estimated 

1971-72  1972-73  1973-74 

Gasoline    $666,923  $710,020  $745,050 

Diesel  fuel 45,502  49,100           53,100 

Total    $712,425       $759,120       $798,150 

Motor  Vehicle  Fees— $617,507,000 

Registration,  weight,  and  vehicle  license  fees 
account  for  the  major  portion  of  motor  vehicle  fee 
receipts.  Drivers'  license  fees  and  various  other 
charges  related  to  vehicle  operation  constitute  the 
balance.  New  vehicle  sales  in  California  are  expected 
to  exceed  the  record  1972  level  in  both  1973  and  1974. 
This  forecast  is  largely  based  on  the  state's  recovery 
from  the  1970  recession  and  the  outlook  for  continued 
expansion  of  the  economy.  In  addition,  new  vehicle 
prices  have  been  held  in  cheek  by  price  controls. 
Finally,  no  prolonged  labor  disputes  are  anticipated 
for  the  industry  in  either  the  current  or  budget  year. 
New  vehicle  sales  are  projected  at  1,585,000  in  1973 
as  compared  to  1,520,000  estimated  for  1972.  In  1974 
new  vehicle  sales  are  expected  to  total  1,605,000. 
Allowing  for  scrappage  and  vehicles  entering  and 
leaving  California,  total  fee-paid  registrations  at  year 
end  are  estimated  at  14,863,000  for  1972;  15,505,000 
for  1973;  and  16,120,000  for  1974.  Based  on  these 
estimates,  registration  and  weight  fees  are  anticipated 
to  amount  to  $279,600,000  in  the  current  year  and 
$293,300,000  in  the  budget  year. 


A  license  fee  in  lieu  of  local  personal  property  tax 
is  imposed  for  the  privilege  of  operating  a  vehicle 
upon  the  public  highways  of  California.  It  is  comput- 
ed at  2  percent  of  the  market  value  of  the  vehicle, 
which  is  a  decreasing  percentage  of  the  base  price, 
and  is  assessed  on  all  vehicle  subject  to  registration 
under  the  Vehicle  Code.  Revenue,  therefore,  is  con- 
tingent upon  the  number  of  vehicles  in  the  state,  the 
age  distribution  of  those  vehicles,  and  their  original 
base  price. 

Total  revenues  from  motor  vehicle  fees  are  shown 
below : 

(In  millions) 

Actual  Estimated  Estimated 

1971-72  1972-73  1973-74 

Vehicle  license  fees $259.6  $279.1  $296.8 

Registration  and  weight  fees              266.4  279.6  293.3 

Drivers'  license  fees 11.8  13.9  14.9 

Other   10.0  11.2  12.5 

Total    $547.8  $583.8  $617.5 

Transportation  Tax — $750,000 

During  fiscal  year  1972-73  the  tax  will  be  imposed 
on  vehicle  operators  who  transport  persons  or  prop- 
erty for  hire  at  a  rate  of  1.5  percent  of  the  opera- 
tor's gross  receipts.  Chapter  563,  Statutes  of  1972, 
(AB  705)  repeals  the  motor  vehicle  transportation  li- 
cense tax  effective  July  1,  1973. 

This  tax  is  an  inequitable  levy,  not  uniformly 
applicable  to  all  groups  of  transporters.  Among  those 
excluded  from  paying  the  "truck  tax"  are  school  bus 
operators,  those  who  drive  fellow  employees  to  work 
for  compensation,  local  transit  lines,  and  those  who 
haul  their  own  property.  Receipts  derived  from  opera- 
tions performed  within  a  city  or  between  two  or  more 
adjacent  cities  are  also  exempt.  No  substitute  levy 
has  yet  been  developed  to  recoup  the  lost  revenue, 
but  it  is  anticipated  that  alternatives  will  be  suggested 
and  discussed  by  the  newly  created  State  Highway 
Users  Tax  Study  Commission  in  their  report  to  the 
Legislature  in  February  1974. 

Transportation  tax  revenue  is  shown  below.  Rev- 
enue in  the  budget  year  is  due  to  audit  activities. 

1971-72  (Actual)  $28,622,972 

1972-73  (Estimated) $31,000,000 

1973-74  (Estimated) $750,000 

Other  Special  Fund  Revenue — $168,533,000 

For  the  most  part,  nontax  revenue  flowing  to  spe- 
cial funds  represents  regulatory  fees  on  business  and 
professions,  charges  for  special  services  to  designated 
groups  and  royalties  from  oil  and  gas  production  on 
state-owned  land. 

For  the  budget  year,  these,  revenues  will  total  $168,- 
533,000  compared  with  $215,716,000  in  the  current 
year.  Actual  receipts  in  1971-72  were  $122,870,000. 
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TABLE   11 

SUMMARY   OF   STATE   POPULATION,   INCOME   OF  CALIFORNIA   RESIDENTS,   AND   STATE   TAX   COLLECTIONS 

Excluding  Departmental,  Interest  and  Miscellaneous  Revenue 


Year 


Estimated 

State 

■-  Tax  Collections 

Population 

General 

Special 

Taxes  per  Capita 

Personal  Income 

July  1st 
(Thou- 

Income 

per 

Fiscal 

(Thou- 

(Thou- 

(Thou- 

General 

Special 

General 

Special 

sands) 

(Millions) 

Capita 

Year 

sands) 

sands) 

sands) 

Fund 

Funds 

Total 

Fund 

Funds          Total 

10.643 

$19,774 

$1,858 

1950-51. 

.    $647,992 

$295,542 

$943,534 

$59.52 

$27.15 

$86.67 

$3.28 

$1.49 

$4.77 

11,130 

22,756 

2,045 

1951-52. 

.      709,245 

322,699 

1,031,944 

62.30 

28.35 

90.65 

3.11 

1.42 

4.53 

11,638 

25,214 

2,167 

1952-53. 

.      754,048 

346,480 

1.100,528 

63.53 

29.19 

92.72 

2.99 

1.37 

4.36 

12,101 

27,002 

2,231 

1953-54. 

_      772,250 

442,538 

1,214,788 

62.74 

34.33 

98.69 

2.86 

1.64 

4.50 

12,517 

27,682 

2,212 

1954-55. 

.      831,899 

467,814 

1,299,713 

65.19 

36.66 

101.85 

3.01 

1.69 

4.70 

13,004 

30,378 

2,336 

1955-56. 

.      972,828 

524,765 

1,497,593 

73.18 

38.48 

112.66 

3.20 

1.73 

4.93 

13,581 

33,177 

2,443 

1956-57. 

-   1,042,773 

554,713 

1,597,486 

75.13 

39.97 

115.10 

3.14 

1.67 

4.81 

14,177 

35,497 

2,504 

1957-58. 

.  1,069,809 

572,490 

1,642,299 

73.99 

39.59 

113.58 

3.01 

1.61 

4.63 

14,741 

37,321 

2,532 

1958-59. 

-  1,170,890 

594,587 

1,765,477 

77.98 

39.60 

117.58 

3.14 

1.59 

4.73 

15,288 

40,955 

2,679 

1959-60. 

_  1,443,296 

633,492 

2,076,788 

92.66 

40.67 

133.33 

3.52 

1.55 

5.07 

15,863 

42,913 

2,705 

1960-61. 

.  1,537,347 

656,815 

2,194,162 

95.42 

40.77 

136.18 

3.58 

1.53 

5.11 

16,366 

45,801 

2,786 

1961-62. 

-   1,645,300 

669,267 

2,314,567 

98.92 

40.24 

139.16 

3.61 

1.47 

5.08 

16,905 

48,948 

2,895 

1982-63. 

-   1,791,038 

711,185 

2,502,223 

104.03 

41.31 

145.33 

3.66 

1.45 

5.11 

17,518 

52,522 

2,998 

1963-64. 

-  2,057,962 

813,937 

2,871,900 

115.80 

45.80 

161.61 

3.92 

1.55 

5.47 

18,021 

56,471 

3,134 

1964-65. 

.  2,161,157 

931,958 

3,093,115 

118.37 

51.04 

169.41 

3.83 

1.65 

5.48 

18,491 

60,104 

3,250 

1965-66. 

.  2,398,958 

971,625 

3,370,582 

128.48 

52.04 

180.52 

3.99 

1.62 

5.61 

18,851 

65,002 

3,448 

1966-67. 

.  2,422,275 

993,277 

3,415,552 

127.19 

52.16 

179.35 

3.73 

1.53 

5.25 

18.851 

65,002 

3,448 

1966-67. 

.  2,746,888 

1,091,387 

3,838,275 

144.24 

57.31 

201.55 

4.23 

1.68 

5.90 

19,234 

69,807 

3,629 

1967-68. 

.  3,557,610 

1,118,311 

4,675,921 

183.63 

57.72 

241.35 

5.10 

1.60 

6.70 

19,513 

76,720 

3,932 

1968-69. 

.  3,962,520 

1,210,229 

5,172,748 

201.48 

61.54 

263.02 

5.16 

1.58 

6.74 

19,819 

83,067 

4,191 

1969-70. 

.  4,125,607 

1,283,258 

5,408,865 

207.09 

64.41 

271.50 

4.97 

1.54 

6.51 

20,025 

88,863 

4,438 

1970-71. 

.  4,290,263 

1,308,150 

5,598,413 

212.86 

64.90 

277.77 

4.83 

1.47 

6.30 

20,285 

94,118 

4,640 

1971-72. 

.  5,212,693 

1,385,863 

6,598.555 

255.47 

67.92 

323.40 

5.54 

1.47 

7.01 

20,524 

102,220 

4,981 

1972-73. 

.f5,914,054 

1,478,059 

7,392,113 

286.51 

71.60 

358.11 

5.79 

1.45 

7.23 

20,761 

111,535 

5,372 

1973-74.. 

47,058,733 

1,522,515 

8,581,248 

337.67 

72.83 

410.51 

6.33 

1.37 

7.69 

CASH  BASIS 

1950-.. — 

1951 

1952 

1953 

1954-.. 

1955 

1956. 

1957 

1958 

1959__ 

1960 

1961__ _. 

1962... _- 

1963 

1964 

1965.-. 

1966.-. — 

ACCRUAL  BASIS 

1966 

1967 

1968.-- 

1969 

1970 

1971 

1972 

1973--- -- 


t  Estimated. 
Population  estimated  by  the  State  Department  of  Finance. 
Personal  income,  1950  through  1971,  from  estimates  by  the  Office  of  Business  Economics,  United  States  Department  of  Commerce.  Data  for  1972  and  1973  are  estimates 

by  the  State  Department  of  Finance. 
Taxes  per  capita  computed  on  the  basis  of  population  January  1st,  the  midpoint  of  the  fiscal  year. 
Data  may  not  add  due  to  rounding. 
Note:  Data  are  shown  for  1966-67  on  both  bases  in  order  to  facilitate  long-term  comparisons. 

TABLE   12 

COMPARATIVE  YIELD   OF   STATE   TAXES,    1950-51    THROUGH    1973-74 

(In  Thousands) 


Liquor 

Motor 

Motor 

Transpor- 

Year Ending 

Sales 

Personal 

Bank  and 

Cig-       Inheritance 

Insur- 

Distilled 

Horse 

License 

Beer 

Private 

Vehicle 

Vehicle 

tation 

June  30 

and  Use 

Income    Corporation1 

arette 

and  Gift 

ance 

Spirits 

Racing 

Fees 

and  Wine 

Car 

Fuel* 

Fees' 

Tax* 

CASH  BASIS 

1951      -   ... 

.    $399,243 

$75,891 

$98,245 

- 

$23,671 

$23,447 

$16,094 

$16,368 

$8,106 

$3,796 

$891 

$149,907 

$117,680 

$10,194 

1952_    

.      417,693 

90,914 

120,127 

- 

29,165 

25,732 

14,430 

20,042 

7,828 

3,730 

1,089 

163,076 

127,809 

11,312 

1953-      _.- 

.      460,110 

94,551 

119,127 

- 

23,474 

29,171 

15,615 

20,960 

8,687 

4,069 

1,127 

170,871 

139,406 

13,359 

1954__      ... 

.      465,051 

96,169 

125,026 

- 

24,112 

34,325 

15,546 

22,512 

8.586 

3,989 

1,222 

234,395 

170,519 

13,337 

1955. .      -- 

.      492,917 

106,738 

133,661 

- 

30,250 

38,501 

16,108 

22,838 

9,213 

4,172 

1,301 

244,588 

185,505 

13,921 

1956--      ... 

.      564,225 

127,816 

157,088 

- 

36,334 

39,104 

33,970 

24,891 

9,638 

4,373 

1,330 

273,086 

209,817 

15,921 

1957- 

.      600,102 

143,290 

167,431 

- 

38,540 

42,529 

34,902 

26,695 

10,616 

4,361 

1,424 

291,364 

219,266 

16,965 

1958 

-      605,238 

149,269 

173,599 

- 

45,331 

46,037 

33,963 

25,948 

11,297 

4,595 

1,590 

302,671 

227,153 

15,609 

1959 

.      631,514 

160,553 

174,003 

- 

44,943 

105,832 

36,685 

28,087 

11,962 

5,129 

1,712 

317,709 

236,177 

11,171 

1960 

-      709,648 

246,585 

240,735 

$64,805 

47,189 

61,530 

40,369 

36,288 

12,379 

10,016 

1,613 

336,786 

256,303 

12,543 

1961    

-      711,702 

269,103 

272,718 

66,024 

76,803 

66,745 

41,274 

37,260 

13,044 

9,704 

1,668 

350,801 

264,842 

12,475 

1962 

-      749,523 

299,034 

290,870 

66,054 

76,012 

71,699 

45,418 

38,311 

13,533 

10,495 

1,753 

363,771 

274,906 

13,187 

1963 

-      813,465 

322,012 

311,251 

70,194 

92,432 

77,970 

48,152 

41,663 

13,939 

10,659 

1,808 

386,215 

298,356 

14,106 

1964 

.      876,944 

392,341 

405,431 

71,822 

102,195 

107,200 

50,145 

43,442 

14,274 

11,299 

1,846 

450,195 

329,584 

15,183 

1965 

939,649 

410,109 

416,247 

74,477 

114,464 

95,199 

53,915 

47,560 

14,596 

12,422 

2,017 

542,822 

353,607 

16,030 

1966 

.  1,096,162 

454,625 

435,597 

74,578 

123,781 

100,854 

56,718 

47,443 

14,878 

12,606 

2,205 

551,108 

382,656 

17,383 

1967 

1,053,249 

500,086 

453,292 

75,597 

114,413 

107,186 

59,564 

49,311 

14,954 

13,751 

2,477 

548,287 

405,061 

18,323 

ACCRUAL  BASIS 

1967 

-  1,190,750 

626,697 

453,292 

78,191 

141,899 

131,226 

64,733 

49,311 

14,954 

14,964 

2,477 

643,698 

405,061 

21,023 

1968.-    ... 

-  1,464,927 

952,487 

576,874 

219,272 

135,554 

121,155 

81,700 

54,799 

15,736 

13,196 

2,932 

580,487 

437,918 

18,882 

1969.      ... 

1,652,979 

1,101,691 

592,303 

237,328 

158,815 

130,312 

85,494 

59,839 

18,821 

14,118 

3,865 

625,667 

469,655 

21,858 

1970 

-  1,753,611 

1,152,053 

587,013 

236,878 

164,299 

136,733 

89,793 

58,244 

19,401 

16,115 

.  3,739 

668,537 

498,992 

23,458 

1971- 

.  1,808,052 

1,264,383 

532,091 

239,721 

185,699 

158,423 

90,765 

64,601 

20,630 

15,791 

4,148 

674,635 

513,201 

25,456 

1972..    ... 

.  2,015,993 

1,785,618 

662,522 

247,424 

220,192 

170,179 

94,717 

69,380 

20,082 

17,374 

4,552 

712,426 

547,844 

28,623 

1973T  

.-  2,262,000 

1,995,000 

815,000 

251,500 

284,800 

189,000 

98,000 

71,907 

21,230 

18,300 

5,759 

759,120 

58J.497 

31,000 

1974t 

3,000,000 

2,175,000 

995,000 

255,000 

311,300 

202,600 

101,500 

75,256 

20,865 

18,200 

6,260 

798,150 

621,367 

750 

1  Includes  the  corporation  income  tax. 

1  Motor  vehicle  fuel  tax  (gasoline),  use  fuel  tax  (diesel  and  liquified  petroleum  gas). 

1  Registration  and  weight  fees,  motor  vehicle  license  fees  and  other  fees. 

*  Repealed  as  of  July  1,  1973. 

t  Estimated. 

Note:  Data  are  shown,  for  1966-67  on  both  bases  in  order  to  facilitate  long-term  comparisons. 
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TABLE   13 
OUTLINE   OF   STATE   TAX   SYSTEM  AS   OF  JANUARY    1,    1973 


Major  Taxes  and  Fees 


Reference 


Code 


Sections 


Base  or  Measure 


Administering  Agency 


Alcoholic  Beverage  Excises: 

Beer_._ 

Distilled  spirits 

Wine: 

Dry... 

Sweet.  . 

Sparkling 

Sparkling  hard  cider 


Bank  and  Corporation: 
General  corporations- 


Banks  and  financial  corporations. 

Cigarette 

Gift _ 

Horse  Racing  License 


R  &  T  (1) 
R  &T 

R  &T 

R  &T 

R  &T 

R  &T 


R  &T 
R  &T 

RAT 
R  &  T 
B  &  P  (8) 


Inheritance 

Insurance 

Liquor  License  Fees. 


Motor  Vehicle: 

Vehicle  license  fees. 

Fuel — gasoline 

Fuel — diesel 

Registration  fee 

Weight  fees 

Transportation 


R  &T 

R  &T 

B  &  P 

R  &T 

R  &T 

R  &  T 

Vehicle 

Vehicle 

R  &T 

Personal  Income. 


R  &T 


Preference  Income: 

Bank  and  corporation- 
Personal 


Private  (Railroad)  Car. 
Retail  Sales  and  Use 


R  &  T 

R  &T 

R  &T 

R  &T 

32151(a) 
32201(a) 

32151(b) 
32151(c) 
32151(d) 
32151(e) 


23151 
23501 
23183 


15206 

19611 
19612 
19614 
19491 

13404 

12202 

23320 


10751 
7351 
8651 
9250 
9400 
9651 

17041 


23400 
17062 

11401 

6051 
6201 


Gallon- 
Gallon  _ 

Gallon. 
Gallon  _ 
Gallon  _ 
Gallon. 


Net  income- 
Net  income- 


Package 

Market  value. 

Amt.  wagered. 
Breakage 


Market  value 

Gross  Premiums, 
Type  of  license.  . 


Market  value 

Gallon 

Gallon 

Vehicle 

Unladen  weight  . 
Gross  receipts 


Taxable  income. 


Preference  income  over 

830,000 
Preference  income  over 

S30.000 

Valuation 


Receipts  from  sales  or 
lease  of  taxable  items 


SO.  04 
2.00 

.01 

.02 
.30 
.02 


7.6%  (3) 

11.6%  Max. 
(5) 

SO .  10  (6) 

3-24% 

5.5-7.45% 
0-100% 


3-24% 
2.35%  (10) 
Various 

2% 
SO.  07 
.07 
11.00 
Various 

1H% 

i-n% 

2.5% 
2.5% 

(17) 
3.75%  (18) 


Equalization  (2). 
Equalization 


Equalization. 
Equalization, 
Equalization, 
Equalization. 


Franchise  (4). 


Franchise 

Equalization 

Controller 

Horse  Racing  Board. 


Controller 

Insurance  Comm._ 


Alcoholic  Beverage 
Control  Dept. 


Motor  Vehicle  Dept 

Equalization 

Equalization .  ■ 

Motor  Vehicle  Dept 
Motor  Vehicle  Dept 
Equalization 

Franchise 

Franchise 

Franchise 

Equalization 

Equalization 


General 
General 

General 
General 
General 
General 


General 


General 


Cigarette  Tax  Fund  (7) 

General 

Fair  and  Expo.  (9), 
Wildlife  Restoration 
and  General 

General 

General 

Alcohol  Bev.  (11)  and 
General 

Vehicle  License  Fee  (12) 

Fuel  1 13) 

Fuel 

Motor  Veh.  (14) 

Motor  Vehicle 

Transp.  Tax  (15)  (16) 

General 

General 
General 

General 
General 


(1)  Revenue  and  Taxation  Code. 

(2)  State  Board  of  Equalization. 

(3)  Minimum  tax  $200  per  year,  not  applicable  to  banks.  Rate  increases  to  9%  July  1,  1973. 

(4)  Franchise  Tax  Board. 

(5)  Maximum  increases  to  13%  July  1,  1973. 

(6)  This  tax  is  levied  at  the  rate  of  5  mills  per  cigarette. 

(7)  30  percent  of  the  cigarette  tax  is  remitted  to  local  jurisdictions. 

(8)  Business  and  Professions  Code. 

(9)  For  support  of  county  fairs  and  similar  activities. 

(10)  Ocean  marine  insurance  is  taxed  at  the  rate  of  5  percent  of  underwriting  profit  attributable  to  California  business.  A  special  rate  also  applies  to  certain  types  of 

insurance  and  annuities. 

(11)  For  return  to  cities  and  counties. 

(12)  For  payment  of  administrative  costs  and  apportionment  to  counties,  cities  and  school  districts. 

(13)  For  administrative  expense  and  apportionment  to  state,  counties  and  cities  for  highways,  airports  and  small  craft  harbors. 

(14)  For  support  of  State  Department  of  Motor  Vehicles,  California  Highway  Patrol,  state  highways  and  environmental  protection. 

(15)  For  administrative  expenses  and  state  highways. 

(16)  Transportation  tax  repealed  as  of  July  1,  1973. 

(17)  Average  property  tax  rate  in  the  state  during  preceding  year. 

(18)  Rate  increases  to  4.75%  June  1,  1973. 
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CLASSIFICATION   OF   FUNDS   IN   THE   STATE   TREASURY 

The  Budget  totals  of  revenues  and  expenditures  reflect  the  activities  of  many- 
separate  funds.  See  Schedules  4  and  5  for  complete  list  of  these  funds.  They 
are  segregated  into  the  following  classifications: 

GENERAL  FUND — Consists  of  money  received  into  the  State  Treasury  not 
required  by  law  to  be  credited  to  any  other  fund,  to  be  used  for  general  pur- 
poses of  State  Government. 

SPECIAL  FUNDS — Funds  created  to  receive  certain  revenues  or  to  finance 
particular  activities  which  are  for  general  purposes  of  State  Government  or 
are  for  activities  subject  to  the  regulatory  or  police  powers  of  the  state. 

OTHER  FUNDS— See  Schedule  5  for  list  of  funds  which  are  not  included  in 
the  Budget  totals.  They  consist  of  moneys  which  were  derived  from  sources 
other  than  general  or  special  taxes,  licenses,  fees  or  other  state  revenues.  There 
are  receipts  from  the  Federal  Government,  funds  created  for  accounting 
purposes,  receipts  from  sale  of  lands,  or  moneys  held  in  trust.  Funds  not 
included  in  the  Budget  totals  are  segregated  into  the  following  classifications : 

Working  Capital  and  Revolving  Funds — Funds  created  to  finance  services  for 
governmental  agencies  for  which  charges  are  made  at  cost  to  maintain  a 
fixed  accountability.  The  charges  are  reflected  as  expenditures  in  the  Budget 
at  the  agency  receiving  the  commodity  or  service. 

Public  Service  Enterprise  Funds — Activities  operated  under  state  control  for 
the  benefit  of  the  public.  Funds  are  derived  from  charges  to  those  who  use 
the  service  and  no  support  is  derived  from  taxes,  licenses  or  other  state 
revenues.  These  functions  are  not  subject  to  the  regulatory  or  police  powers 
of  the  state. 

Bond  Funds — To  hold  proceeds  from  the  sale  of  bonds  and  to  finance  projects 
for  which  the  bonds  were  authorized.  The  cost  to  the  state  is  charged  at 
the  time  interest  payments  are  made  and  when  the  bonds  are  redeemed. 
(See  Treasury  funds  for  which  no  detailed  transactions  are  reported  in  the 
Budget.) 

Retirement  Funds — Moneys  held  in  trust  by  the  state  for  retirement  benefit 
payments. 

Debt  Service  Funds — Moneys  held  by  the  state  to  be  used  for  payment  of 
interest  or  for  redemption  of  bonds. 

Trust  and  Agency  Funds — Funds  holding  moneys  in  trust  pending  disburse- 
ments to  trustors,  moneys  received  from  the  Federal  Government  to  be 
expended  for  specific  purposes,  and  other  funds  which  do  not  derive  their 
sources  from  taxes  or  other  state  revenues,  or  are  in  the  nature  of  transitory 
funds  created  for  the  convenience  of  accounting  receipts  or  disbursements 
which  are  not  necessarily  revenues  or  expenditures. 
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Schedule   10 
STATEMENT   OF   BONDED   DEBT   OF   THE   STATE   OF   CALIFORNIA  AS   OF   DECEMBER    1,    1972 

(This  statement  does  not  include  bonds  issued  under  authority  of  state  instrumentalities 
which  are  not  general  obligations  of  the  State  of  California) 

GENERAL  FUND  BONDS 

GENERAL  OBLIGATION  BONDS 

Percent  Rate 
Name  of  Issue  of  Interest  Maturity  Authorized  Unsold  Redemptions  Outstanding 

State  Construction  Program  Bond  Act 

of  1955 3}-5        1959-19S5     $200,000,000  -        $90,000,000  $110,000,000 

State  Construction  Program  Bond   Act 

of  1958 ftn-5        1962-1989       200,000,000  -  66,200,000  133,SO0,00O 

State  Construction  Program  Bond  Act 

of  1962 14,-5        1965-1991       270,000,000  -  61,500,000  208,500,000 

State  Construction  Program  Bond  Act 

of  1964 S^o-Si       1967-1993       3S0,000,000  -  61,600,000  318,400,000 

State    Higher    Education    Construction 

Program  Bond  Act  of  1966 34-7         196S-1993        230,000,000  -  29,705,000  200,295,000 

Junior   College   Construction   Bond   Act 

of  196S 34-64.       1970-1991         65,000,000  -  5,300,000  59,700,000 

State    Beach,    Park,    Recreational    and 

Historical   Facilities   Bond    Act   of 

1964    3.1-64       1967-1992       150,000,000  -  20,100,000  129,900,000 

Recreation  and  Fish  and  Wildlife  En- 
hancement Bond  Act  of  1970 4-5}       1972-1992         60,000,000        $35,000,000  500,000  24,500,000 

California    Clean   Water   Bond   Act   of* 

1970    34-5}       1972-1992       250,000,000        150,000,000  2,500,000  97,500,000 

Health  Science  Facilities  Bond  Act  of 

1971    -  -  155,900,000        155,900,000 

Community    College    Construction    Pro- 
gram Bond  Act  of  1972 -  -  160,000,000         160,000,000 

Subtotals,  General  Fund  Bonds $2,120,900,000       $500,900,000       $337,405,000        $1,282,595,000 

PARTIALLY  SELF-LIQUIDATING  BONDS  a 

State  School  Building  Bond  Act  of  1949                 l-4i  1952-197S  $250,000,000  -  $191,500,000  $58,500,000 

State  School  Building  Bond  Act  of  1952                 }-5  1955-1990  165,000,000  -  84,700,000  80,300,000 

State  School  Building  Bond  Act  of  1954  3}-5  1959-1984  100.000,000  -  50,100,000  49.900,000 

State  School  Building  Bond  Act  of  1956                 1-5  1960-1985  100,000,000  -  44,000,000  56,000,000 

State  School  Building  Bond  Act  of  1958                 3-5  1961-1987  220,000,000  -  81,500,000  13S,500,000 

State  School  Building  Bond  Act  of  1960  ^0-5  1963-1990  300,000,000  -  89,400,000  210,600,000 

State  School  Building  Bond  Act  of  1962  ifo-o  1966-1991  200.000.000  -  42,800,000  '157,200,000 

State  School  Building  Bond  Act  of  1964                '3-5  1967-1994  260,000,000  -  36,000,000  224,000,000 

State  School  Building  Bond  Act  of  1966  3}-7  1970-1992  275,000,000  -  18,855,000  256,145,000 

State  School  Building  Bond  Act  of  1972                   -  -  350,000,000       $350,000,000 

Totals,   Partial  Self-Liquidating  Bonds $2,220,000,000       $350,000,000       $638,855,000        $1,231,145,000 

Totals,   General  Fund  Bonds $4,340,900,000      $S50,900,000      $976,260,000       $2,513,740,000 

SELF-LIQUIDATING  BONDS  b 

California    Water    Resources    Develop- 
ment Bond  Act  of  1959 }4o-6J      1973-2022  $1,750,000,000      $210,000,000  -       $1,340,000,000 

HARBOR  BONDS 

San  Francisco  Harbor  Improvement  of 

1909  c   4        1951-1985         $9,000,000  -  $7,524,000  $1,476,000 

San  Francisco  Harbor  Improvement  of 

1913  d  4        1955-1989  9,450,000  -  7,185,000  2,265,000 

San  Francisco  Harbor  Improvement  of 

1929  e   14-3}       1952-1983  10,000,000  -  7,395,000  2,605,000 

India  Basin  of  1909  s 4         1941-1985  853,000  -  681,000  172,000 

Harbor  Development  of  1958 « 1-6         1964-1998  60,000,000  -  13,005,000  46,995,000 

Totals,  Harbor  Bonds $89,303,000  -        $35,790,000  $53,513,000 
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STATEMENT  OF  BONDED  DEBT  OF  THE  STATE  OF  CALIFORNIA 
AS  OF  DECEMBER  1,  1972 — Continued 

VETERANS  FARM  AND  HOME  BUILDING  BONDS 

Percent  Rate 

Name  of  Issue                                              of  Interest             Maturity             Authorized  Unsold            Redemptions                  Outstanding 

Veterans  Bond  Act  of  1951 l|-2i       1954-1975      $150,000,000  -       $135,550,000             $14,450,000 

Veterans  Bond  Act  of  1954 }-5         1957-1977        175,000,000  -         129,200,000               45,800,000 

Veterans  Bond  Act  of  1956 1-5         1958-1984        500,000,000  -         262,800,000             237,200,000 

Veterans  Bond  Act  of  1958 3J-5         1961-1986       300.000,000  -         104,700,000             195,300,000 

Veterans  Bond  Act  of  1960 %0-5         1962-1989        400,000,000  -         116,400,000            283,600,000 

Veterans  Bond  Act  of  1962 3-5         1966-1988        250,000,000  -          55,050,000             194,950,000 

Veterans  Bond  Act  of  1968 34-64       1971-1992        200,000,000  -           10,000,000             190,000,000 

Veterans  Bond  Act  of  1971___ 4-54.       1973-1992        250,000,000  $200,000,000                           -               50,000,000 


Totals,  Veterans  Farm  and  Home  Building  Bonds $2,225,000,000       $200,000,000      $813,700,000        $1,211,300,000 

Totals,  Self-Liquidating  Bonds $4,064,303,000       $410,000,000      $849,490,000        $2,804,813,000 


TOTALS,  ALL  GENERAL  OBLIGATION  BONDS $8,405,203,000    $1,260,900,000    $1,825,750,000        $5,318,553,000 

a  Debt  service  for  the  state  school  building  bond  issues  of  the  State  of  California  are  paid  in  part  with  funds  of  the  borrowing  school 

districts. 
•>  The  California  Water  Resources  Development  Bond  Fund,  the  San  Francisco  Harbor  Improvement  Fund,  the  Small  Craft  Harbor 

Improvement  Fund,  and  the  Farm  and  Home  Building  Fund  of  1943  provide  from  their   respective  revenues  the  sources  of 

financing  for  the  debt  service  costs  that  are  disbursed  from   the  General  Fund, 
c  Callable  on  and  after  July  1,  1951,  by  lot. 
d  Callable  on  and  after  July  2,  1955,  by  lot. 
e  Callable  on  and  after  January  1,  1941,  by  lot. 
'  San  Francisco  Harbor  services  the  debt  service  costs  pertaining  to  the  authorization  for  $50,000,000  in  bonds,  and  the  small  craft 

harbors  service  the  debt  service  pertaining  to  the  authorizations  for  $10,000,000  in  bonds  as  provided  by  Chapter  103,  Statutes  of 

1958,  First  Extraordinary  Session. 
g  Chapter  70,  Statutes  of  1972,  authorizes  the  reduction  of  the  amount  of  India  Basin  of  1909  authorized  bonds  from  $1,000,000  to 

$853,000,  and  the  same  Chapter  70,  Statutes  of  1972,  authorizes  the  reduction  of  the  San  Francisco  Harbor  Improvement  of  1913 

authorized  bonds  from  $10,000,000  to  $9,450,000  for  the  purpose  of  reducing  the  unsold  bonds  to  zero  accountability. 
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